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AGRICULTURAL OUTLOOK AND THE PRESIDENT’S FARM 
PROGRAM 


MONDAY, JANUARY 18, 1954 


Umirep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:08 a. m., in room 324, 
Senate Office Building, Senator George D. Aiken (chairman) pre- 
siding. 

Present: Senators Aiken, Young, Thye, Hickenlooper, Mundt, 
Willians, Schoeppel, Welker, Ellender, ‘Hoe ‘y, Johnston, Holland, 
Anderson, and Clements. 

Also present: Senator Dworshak. 

The Cuarrman. We have only 2 hours this morning so we had 
better get under way. 

In view of the fact that we will be considering agricultural legis- 
lation extensively within the next 2 months, it seemed best that we 
ask the Secretary of Agriculture to come before us this morning and 
discuss the agricultural outlook. 

It seems to your chairman that it is very important that we know 
something about the prospects for agriculture under particular con- 
ditions before we undertake to legislate in that field. 

With his fine staff of technical men in the Department, the Secre- 
tary undoubtedly has a great deal of information which will be of value 
to us. 

The Secretary has prepared a statement which I would say would 
take possibly a half-hour to read. The Chair is going to ask that we 
let the Secretary complete his statement before we ask questions. If 
the members will make notations as he goes along, of any questions 
that they would like to have taken up later, then we will have roughly 
an hour and a quarter to an hour and a balf for discussion after the 
Secretary completes his statement. 

Will you go ahead, Mr. Secretary? 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE 


Secretary Benson. Thank you, Mr. Chairman, and members of 
the committee. 

I deeply appreciate this opportunity to discuss the farm outlook 
and the current agricultural situation in the light of President Eisen- 
hower’s special message to the Congress. 

Before proceeding to these matters, however, I am privileged to 
make an announcement which I am sure will be of great interest to 
this committee. The President has authorized me to quote, in ad- 
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vance of the budget presentation to Congress, the following part of 
his messace [reading]: 

I plan t quest authori soon to use a part of our accumulated surpluses of 
agricuiturs pr Cts tO Assist 1 trengthe ! t economies Of triendaiy coun 


‘ +] - itn 
otherwise to contribute to the accomplishment of our foreign policy 





A ill be requested to use for this purpose over a 3-vear period up to 
$1 bil I nor commodith hel bv the Commodit (‘redit Corporatio This 
budge unticipa a request for a s pplem¢ tal appropriation of $300 million for 
the f 1955 to reimburse that Corporation for commodities used 

This program for use of agricultural surpluses is designed to complement our 
general pre im of economic and technical development and must be closely 
coordinated with The program for use of surplus agricultural commodities 
invol t use of stocks held by the Commodity Credit Corporatior No addi- 
tional budget expenditures will be required for these commodities 

It should be emphasized in connection with this program that it is purely tempo- 
rary, predicated upon adoption of our domestic agricultural program which should 
not involve the continued accumulation of large surpluses Special safeguards 
will be provided which will require that commodities furnished must be in addi 
tion to amounts which otherwise would have been imported and must not dis- 
place the usual marketings of the United States and friendly countries 


Through steps such as these, we must find the solution to the surplus 
problems which have been plaguing us in recent years. 

When this administration took office last January, farm prices had 
been declining steadily for nearly 2 years from the Korean war peak 
reached in February of 1951. Agricultural production, stimulated by 
wartime demands and price support incentives, had reached a record 
high during 1952. Exports were falling sharply and large surpluses 
of some major commodities were piling up in Government warehouses. 

It would be most unfair to criticize farmers for creating these 
surpluses. Through the Second World War and the years immediately 
following, and again during the Korean war, they were called upon to 
produce every possible pound of food and fiber. They responded 
with the greatest burst of agricultural production in all history. 

In return they were promised price supports at 90 percent of parity 
fo insure them against the possibility that all-out production would 
bring the price structure crashing down upon them. The Govern- 
ment, however, called for continued high production, with price- 
support incentives, long after demands for some of these commodities 
had been more than fulfilled. Then came the inevitable break im 
farm prices 

Just 3 years ago, farmers were receiving 110 percent of parity for 
their products. By January of 1952, this figure had dropped to 104. 
[t was down to 94 when I became Secretary of Agriculture 1 year ago. 

During the 12-month period ending last June 30, farm exports 
were down 31 percent below tl 


le previous year. 
These heavy declines in bot} 


farm prices and exports have been 


) 
checked. Exports since July 1 have been running slightly above 
those of the same period a year earlier. Farmers were getting 91 


percent of parity for their products in December, compared with 
92 percent in April. For 1953, the average was nearly 93 percent. 

Nevertheless, with production almost as great in 1953 as in the 
previous vear, price-support operations resulted in the accumulation 
of record stocks, most of which are either now held by the CCC or 
soon will be. 

In the vear ahead, the realized net income of farm operators is 
likely to hold near the 1953 level of $12.5 billion. Domestic con- 
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sumption of farm products in 1953 was the greatest in historv and is 
likely to continue near this level in 1954 Ve are making vigorous 
efforts to find new foreign outlets. 

In spite of ac reage allotments and marketing quotas, production 
will probably be large again in 1954, if the weather is normal. Ex- 
isting stocks of farm products are not likely to be reduced in 1955, 
unless we find substantially larger outlets at home and abroad. 

The $1 billion budget item which I mentioned earlier will enable us 
to dispose of sizable quantities of surplus farm commodities apart 
from our normal trade operations. Nevertheless, our greatest 
opportunities for increasing agricultural exports are through 
established trade channels. 

As the President pointed out in his special message, we are sending 
trade missions to Kurope, Asia, and South America to explore the 
immediate possibilities of expanding international trade in food and 
fiber. The Department of Agriculture, with the cooperation of the 
Department of State, is organizing discussions with foreign ministers 
of agriculture on matters affecting the use of agricultural surpluses 
and stockpiles. 

In reorganizing the Department of Agriculture, we placed major 
emphasis upon the expansion of exports. The Foreign Agricultural 
Service was given major status, under the direction of Assistant Secre- 
tary John H. Davis. 

We are going forward in this search for new markets with the most 
vigorous program in the history of the Department. 

The International Wheat Agreement has been extended and the 
United States is continuing to obtain its fair share of the world export 
business covered under this plan. We still desperately need further 
outlets for our wheat, however. The carryover next July 1 is cur- 
rently estimated at 800 million bushels, which would be by far the 
largest of record. 

Abundant supplies of wheat in other exporting nations and generally 
good crops in the importing countries have combined to reduce our 
exports outside of the agreement. The outlook now is that wheat 
exports during the current crop year will fall below those of 1952-53 
which in turn were sharply down from the previous year. 

Here at home, because of the current high rate of increase in popula- 
tion, the longer term outlook is for greater outlets in the domestic 
market. But however bright the future may be for agriculture, it 
must be apparent to everyone that we are confronted with several 
serious problems now. 

We have reached the point where we must make a tough, realistic 
appraisal of our overall farm program. 

While there appears to be general agreement among Members of 
Congress on several phases of the plan submitted by the President, 
I recognize that there is a sharp division of opinion on the question 
of permitting flexible price supports to become effective next January 1. 

| know there are members of this committee who believe that a 
further extension of the 90-percent formula is the best answer to the 
problem, and are as certain this will be the job as | am certain that it 
will not. I respect their sincerity of purpose, and | am ever conscious 
of the division of powers in our form of government which places 
upon the Congress the responsibility of writing our laws. 

At the same time, it is my duty to invite your attention to the 
more pressing problems which we face today in the Department of 
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Agriculture. Some of them cannot wait. They require your im- 
mediate attention. 

The first of these has to do with the President’s request for an 
increase of $1% billion in the borrowing authority of Commodity 
Credit Corporation. We must have this if we are to support the 6 
basic commodities at 90 percent of parity through 1954, as present 
legislation requires. We may even be forced to use some of these 
additional funds in supporting those 1953 crops which are still moving 
under the loan in heavy volume, notably corn and cotton. 

We also face the prospect of increasingly larger purchases of dairy 
products in the months ahead. Through the first 14 days of this 
month, we had already bought almost as much butter as we did 
during the preceding 2 months, 13,500,000 pounds of it, against 11 
million in December and 3% million in November. 

The same thing is true of cheese. Government purchases totaled 
more than 9 million pounds during the first 2 weeks of this year, as 
compared with nearly 7 million for the entire month of Dee ember, 
and 4% million for November. We bought more than 25 million 
pounds of dried milk between January 1 1 and 14, against 36% million 
in December and 17 million in November. 

Milk production is at a seasonal alltime high. While normally we 
should be disposing of our dairy holdings at this season, we are instead 
adding to our stocks at an alarming rate. 

The last available official report on Commodity Credit Corporation 
inventories and operations is dated October 31, 1953. This showed 
total commitments of approximately $4.5 billion. Our fiscal people 
have advised me that by the end of December, this figure had climbed 
above the $5.5 billion mark, with inventories in excess of $2.5 billion 
and loans totaling about $3 billion. 

As you know, CCC publishes a weekly estimated inventory report. 
While this may not be accurate to the pound or bushel, ir reflects the 
best current operating data. Attached to this statement, as schedules 
I and II, are these weekly reports for January 6, 1954, and January 
5, 1953. They reveal an increase of more than $1.5 billion over a 
period of 1 year in the amount of commodities owned outright by 
CCC 

Also attached is schedule III, which sets forth the amounts of grains 
and oilseeds under Government loan as of December 15, 1953, com- 
pared with December 15, 1952. The 1952 total is approximately 
200 million bushels above the figure for a year earlier. 

Do you want to turn to the tables or refer to them in the discussion? 

The Cuarrman. Why don’t you read through, Mr. Secretary? 

Secretary Benson. This also shows that loans on the 1953 cotton 
crop now total nearly 5% million bales, about 4% million bales above the 
figure for the same date last year. 

In addition, we are still carrying notes covering nearly 1% million 
bales of 1952 crop cotton. We have 235,000 bales of cotton from 
previous years in CCC inventory. 

Thus it will be seen that we have CCC funds committed in loans 
and inventories on nearly 8 million bales of cotton and the total is 
growing by the day. It is expected to reach about 9 million bales, 
which means that we may own most of the estimated 9.6 million bale 
carryover next August 1. Such acarryover, incidentally, would supply 
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our total domestic needs for an entire year at the current rate of 
consumption. 

Wheat poses an even more difficult problem. We own outright 
more than 436 million bushels and we had outstanding loans on an 
additional 431 million bushels at the last count. Our July 1 wheat 
carryover is now estimated at 800 = bushels ne the prospect. 
is that CCC will own virtually all of Such a carryover would 
fulfill our total domestic needs and a nen antial part of our prospective 
exports for one year. 

Also attached are two charts, lettered A and B, which bear upon 
CCC’s commodity investments and financial commitments. 

Now I have pointed out that CCC loans and inventories at the 
end of December were more than $5.5 billion. But even this figure 
does not include all of the agency’s obligations. Taking into account 
these other items, such as funds committed for purchase agreements, 
CCC today has in use an estimated $5.8 billion of its $6.75 billion 
statutory borrowing authority. 

This means that a total of less than $1 billion is available for 
future operations, except as loans are repaid or inventories liquidated. 
We could conceivably reach our borrowing limitation before the end 
of this fiscal year, perhaps as early as March or April, if some com- 
modities move under loan at the rate we are anticipating. 

Because of this situation, I am hopeful that you will give your 
early consideration to the $1% billion increase in CCC’s borrowing 
authority which has been recommended by the President. 

No one can say now what the Government’s eventual losses will 
be in connection with this program. The Corporation currently is 
carrying a reserve for losses of three-fourths of a billion dollars. War 
or some other calamity might bail us out again, although this is not 
the solution any of us would wish. On the other hand, our losses 
are likely to be substantial and they might be staggering. 

All of this emphasizes the fact that we have reached a stage in our 
farm price-support operations where we need to ask ourselves a few 
nantes questions: 

How far are we prepared to go in making additional billions of 
aoe available primarily for the support of a few selected farm 
commodities? 

What assurance is there that if ¢ vommodity Credit Corporation’s 
pee authority is increased to $8.5 billion this year, further 
increases will not be required next year and the year after? 

How shall we reconcile demands for a balanced budget, lower 
taxes, less overall Government spending and a tight rein on the 
national debt limitation with heavy farm price support e xpenditures 
which give every indication of growing progressively greater? 

4. At what point will the 140 million Americans who do not live 
on farms rise up—as they did in the potato fiasco of a few years ago— 
and demand not revision but outright elimination of all direct aid to 
agriculture? 

I do not have the answers to these questions. But I firmly believe 
they must be answered by anyone who proposes continuation, without 
substantial change, of the prese nt farm program. 

There is no quick or easy solution to the problems of American 
agriculture. It seems to me at this point that the direction we take 
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is far more important than the vehicle. The program recommended 
by the President is designed primarily to correct some of the obvious 
deficiencies in our present system and to point it in the right direction. 

Our mounting surpluses and our need for additional operating 
funds both argue that the rigid price support system is not functioning 
properly. The fact that we have been unable to maintain prices 
of most of the six basic commodities, except rice, at 90 percent 
of parity—even with Government loans at that level—is also eloquent 
testimony on this point. 

In the case of rice, unprecedented export demands during recent 
years, rather than the support program itself, are responsible for the 
favorable price. 

The most recent farm prices compilation released by the Agricultural 
Marketing Service reveals that, as of December 15, 1953, farmers were 
receiving as an average only 79 percent of parity for corn, 82 percent 
for wheat, and 83 percent for peanuts. 

Certainly present farm prices for the basic commodities are evidence 
enough of the fact that high support prices do not necessarily mean 
high prices in the market place. As the accompanying chart C will 
show, prices received by farmers for nonsupported commodities over 
the last 20 years have actually averaged slightly higher than those 
for the price supported crops, in relation to the base period. 

It is unquestionably true that prices of the basic commodities, 
except rice, would be somewhat lower today were it not for our support 
program, 

At the same time, I believe this chart emphasizes that prices tend 
to move in sympathy with each other over a measurable period. In 
general, farm commodity prices will climb more rapidly than most 
other prices in periods of heavy demand, such as war emergencies 
bring, and they will fall faster than other prices in times of economic 
distress. 

Year in and year out, however, the record will show that the general 
price level exerts a greater influence on farm prices than any agri- 
cultural program possibly could. This general price level, of course, 
is determined by monetary and fiscal policies, wages, employment, 
industrial and business activity and a variety of other factors. 

In view of the well-established relationship, I believe it is extremely 
dangerous for anyone to assume that the levels of farm price supports 
fixed by Congress—whether they be rigid or flexible—will of themselves 
insure high agricultural prices. There is too much concrete evidence 
that they will not. 

At the same time, flexible supports will encourage better balanced 
production and consequently higher average farm income than the 
present system of fixed supports. It cannot be overemphasized that 
we are not suffering from overproduction nearly as much as we are 
from unbalanced production. Continuation of high incentive pay- 
ments for certain commodities which are already in overabundant 
supply creates a false demand. 

This, in turn, discourages shifts to other crops and, even more im- 
portant, it discourages much-needed conservation practices. It de- 
strovys the natural price relationship among feed grains and livestock 
produce ts. 

We could use more hogs this year to consume our abundant supplies 
of corn. During most of 1952, however, we had an unfavorable feed- 
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ing ratio for hogs. Farmers could get more for yay corn by placing 
it under the Government loan than they could by feeding it. This 
brought about a sharp reduction in hog numbers. 

The result is that today there is not enough pees to supply the 
normal demands of consumers and Commodity Credit Corporation 
is acquiring millions of bushels of corn which should have moved into 
consumption, 

Even though farmers are receiving the highest prices for hogs in 
several years—currently (December 15) 113 percent of parity—even 
though the corn-hog ratio is among the most favorable in history, 
total income from such marketings during the first 11 months of 1953 
was almost the same as for the first 11 months of 1952 

It was more than $300 million below the same period in 1951. 
This despite the fact that hog prices averaged $21.20 per hundred 
through the first 11 months of 1953, against $18 in 1952 and $20 in 
1951. 

This emphasizes again that high prices do not necessarily mean 
high income. Price times bushels, pounds or tons determines the 
amount received by farmers. 

Flexible price supports will give this equation an opportunity to 
operate more advantageously to farmers. 

Surely there is nothing new or revolutionary in the principle of 
flexible farm price supports. It was a part of the platforms of both 
major parties in 1948. It was recommended by President Truman 
that year in a special message to Congress 

It was approved by Congress with overw vhs ming bipartisan support 
in the Agricultural Acts of 1948 and 1949. It is now scheduled to 
become effective January 1, 1955, as a result of actions taken by 
Congress itself. I can only assume it was the intent of Cc ongress 
that the flexible price support program should become operative on 
that date. We have sought no change in this timetable. 

Another schedule which Congress has already set up would place 
cotton, wheat, corn, and peanuts under the modernized parity formula, 
beginning January 1, 1956. Here again, no change is recommended 
in the President’s message, except that there should be a gradual 
transition. 

These are the only commodities for which parity is still calculated 
on the 1909-14 formula. As a matter of simple justice, all farm crops 
are entitled to equal consideration. Fair price relationshi ps among 
the various commodities cannot be established under the dual-parity 
system now in effect. 

An orderly and gradual changeover from the old to the new parity 
formula would be insured through adoption of the President's recom- 
mendation for a transitional parity. This would provide that the 
decline in parity calculations arising from the shift to modernized 
parity would be limited to 5 percent per year. 

I believe that all of these changes, taken together, will provide us 
with a farm program which will keep future production in better 
balance. It should prevent further buildups in the huge surpluses of 
some commodities which we have ace umulate d. 

It would be impossible, however, for this or any other new program 
to function effectively at the outset with several billion dollars worth 
of Government-owned commodities hanging over the free markets 
The very weight of these Government holdings today is offsetting to 
a considerable degree the factor of the price-support loans. 
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For this reason, I believe that the President’s recommendation for 
setting aside up to $2.5 billion worth of surplus commodities in a 
special reserve stockpile is an essential part of the entire program. 
These surpluses—principally wheat, cotton, vegetable oils and, pos- 
sibly, dairy products—would be permanently lifted out of our normal 
domestic and foreign trade supplies. They would be used only for 
such operations as school-lunch programs, disaster relief, aid to the 
people of other countries and for such emergencies as war or national 
disaster. 

These quantities set aside would not be counted in our total supply 
calculations. Since the supply situation determines to a large extent 
both future acreage allotments and support levels under the flexible 
system, huge carryovers such as we would otherwise have would re- 
sult in both drastic acreage reductions and sharply reduced support 
prices 

In this connection, the attached chart D reveals how surpluses have 
been accumulating during recent years. For both wheat and cotton, 
they will reach unmanageable proportions by the end of this year 
unless the President’s “set aside’ plan is adopted. 

There is on additional point upon which I should like to comment 
briefly. This concerns the question of what use shall be made of the 
approximately 25 million acres of wheat, cotton, and corn land which 
may be taken out of production this year. 

Obviously, if this acreage goes into such crops as vegetables, soy- 
beans, grain sorghums, oats, barley, rye, and other crops, we may 
have troublesome surpluses of one or more of these commodities. 
Vegetable producers and many other groups are worried. 

It is our hope that the suggested farm program will increase both 
domestic consumption and exports to a point where production 
controls can be reduced to a minimum. This, of course, would 
reduce the problem of diverted acreage. 

With our present surpluses, particularly of wheat and cotton, it will 
require time to adjust production to demand. 

The President has recommended that in cases where acreage adjust- 
ments are especially difficult, agricultural conservation program funds 
be used to help farmers make these adjustments in such a manner as 
to advance soil conservation and long-term efficiency. 

On this overall question of acreage reduction, I am by no means 
convinced that such controls as we can invoke under existing law will 
actually accomplish the production cutbacks which have been en- 
visioned. The history of crop output in this country for most com- 
modities under both acreage controls and marketing quotas indicates 
otherwise. 

The purpose of acreage allotments can be defeated if farmers plant 
their best land, use more fertilizer, extend irrigation, improve tillage 
practices and step up the fight against insects and plant diseases. 

The use of more labor, machinery and science offset the reduced 
plantings. Nowno one will argue that these are not all sound farming 
practices and that they should, in fact, be encouraged. But they 
will not result in reduced production. 

Of course, the farmer has no control over the weather and there is 
always the possibility that nature will force the crop reductions which 
man has never been able to impose successfully. Farmers over wide 
areas of the United States have come to grips with the catastrophe of 
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drought during the last 2 years. They know better than anyone else 
that such a disaster raises far more serious problems than those of 
farm surpluses. 

We have moved quickly and effectively in meeting this situation 
Eighteen States and parts of Hawaii have been designated as disaster 
areas. Emergency feed programs are available to farmers in 695 
counties. More than 1,500,000 tons of Commodity Credit Corpora- 
tion-owned feeds have been made available at greatly reduced prices 
through the county drought emergency committees. 

Railroads have cooperated in moving hay to distressed areas at 50 
percent of the regular rates, with the Federal Government paying 
half of the transportation costs, up to $10 per ton. 

Disaster loans in the amount of $10,741,000 had been made to 
6,563 farmers who were unable to obtain credit elsewhere. Special 
livestock loans totaling approximately $26 million had been made 
through January 8 to more than 2,500 producers, 

We are going forward with all of these programs and, while I 
realize that there are certain to be some local criticisms in any under- 
taking of this nature, we are sure that a creditable job has been done. 

In conclusion, it is my earnest hope, as I know it is that of the 
President, that this committee will carefully consider the recom- 
mendations which have been placed before Congress. I am sure that 
ali of vou are in substantial agreement with many of the proposals. 
While we have sought different approaches to some commodities, 
because of the special problems involved, we believe that all of the 
parts, taken together, represent a soundly conceived and well-balanced 
farm program which will bring greater prosperity to American agri- 
culture. 

The general farm outlook is good. We believe that if the President’s 
recommendations are approved by Congress that outlook will be even 
better. 

Mr. Chairman, I wish to thank you and the members of your com- 
mittee for this opportunity. Now, if you have any questions, I shall 
be glad to answer them as best I can, with the assistance of the mem- 
bers of my staff who are present. 

[ wonder if it would be well to turn ju 
and charts. It will only take a minute, | 

The CuHarrMan. Ali right. 

Senator Jonnstron. Is the President for flexible support? 

The CHatrRMAN. You were not here, Senator Johnston, when the 
Chair announced, and it was agreed to by the committee, that the 
Secretary might complete his statement before he begins to answer 
questions. 

Senator JoHNsTON. Excuse me. 


st a minute to these tables 
think. 
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SCHEDULE I Re port of price s ipport commodities as of Jan. 6, 1954, based on 


records and known commitments in CSS commodity divisions and offices 


ted total stocks ! 
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Corr Bushel 374, 738, 000 1. 66 622, 065 
t i de 12, 000 4.14 ] ) 
G Hundredweight 58, 000 2. 54 
R ve Bb hel 148, 000 1. 68 49 
: tur Pound 78, 265, Of 472 6, 988 
ed t over crop lo 121, 000 0765 2, 687 
: Bushel 415, 00 ». 76 14 
W heat do 442, 898, 000 2. 59 1, 
Nava 
Ro 517-pound drun 602, 435 38. 63 
Cur )-gallon barrel 43, 566 26. 22 
Oils and 
( te oil, ¢ le Pound 59, 378, 000 1265 7, 511 
Cottonseed oil, refined l 75, 000 1841 178, 204 
I do 000 2017 79, 653 
Olive « Callor 000 2. 52 512 
Peanuts, farmers’ stock lon 034 241. 00 7,479 
lu oO Pound , 000 27 1, 410 
Tobacco . . ..do , 000 2815 1,178 
Wool 
Pulled sein . ‘ do 6, 284, 000 1. 20 7, 541 
Shorn . do 89, 074, 000 6310 56, 206 
Beth 60sec — . _ . 2, 621, 048 
tocks owned by CCC, includir tocks shown in col. 1, plus commitments to purchase 
le ents to ll 





Source: U. 8S. Department of Agriculture, Commodity Credit Corporation, 
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SCHEDULE II Commodity inventories, ¢ ated as of Jar » 19 


Cotton 


























Cotton, upland . Bale-.. 235, 754 $137. 23 $32 3 
Cotton linters, 1951 s Pound R1. 896. OOK 64 ‘ 
Cotton linters, 1952 do ] 126, 000 0829 11 
Dairy 
Butter ; i 8, 438, 00 6717 5 
Cheese 1 , 1 On S95 - 
Milk, dried 1 i lj 7, 063 
Fats and « 
Cottonseed o ude, 1952 ‘i do 177, 000 1584 2 
Cottonseed oil, refined, 1951 ee » (un 18 Ss 
( ttonseed oil, refined, 1952 . do 2 27. OO 1787 214 
] eed ¢ lo R78 ) 
eanuts, farmer tock ) s IRS ] 2 
Gr 
} } } } 
Bea edibl H i A ( 8.08 { 
( Bu 4 4 RO) 
Flaxseed 4 { 
Grain x hum Hundredw ( 2. OF 2 
( ts ishel 4 «i 4 492 
Rice, rough Hundred weig WOK 
Ryt \ Bushel 1, 00 1. 64 f 
Seeds, hay and pasture Pound 000 224-1. 2 12, 265 
Seeds, winter cover crop s dao 4 0504 ] s, 044 
eoybeans Bu el 2. ¢ ; 
Vheat 2t “ 2 4 
Livestock: Wool... I 1.2 ) 
Lot 0 
Rosin, 1948 do 2 85 00 OX 
Ro . 144 1 000 O7OS 
Re 51 { 9 8. 000 
urpen e, 1949 ) “4 
Purpentine, 1951 ao 423 
[Tobacco 7 Pound ) 822 
rotal 1. 026, 336 
1 Not including 300 n yunds linseed oil and 82,000 7 ‘ r e account e 
Secretary of Ag uiture t ec. 304 of the © 
2In addition CCC is ot ) purchase approximately 1 765,000 pound 452 oil, representing the 
3 Of this quantity 103,400,000 pounds withdrawn from sale 
4 Withdrawn from sale 
Not! rhis report reflects operating data taken f iriou r and is, ir ased - 
nary estimates. The official inventory of the ¢ porat 1 g 
contained in the monthly report of fina il conditic id ope 
Source S. Department of Agriculture, ¢ n r Cre ( ) 
SCHEDULE III 
COMPARISON OF CROPS UNDER LOAN IN 1953 AND 1952 
The following table shows by commodities the juantits f 1953 crops, other 
than cotton, placed under loan and purchase agreement y farmers through 
December 15, 1953, as compared with the same date last year 
( rdity : - 
Bark 2, 22¢ 82 
Corn 4, 801 10 ’ 
Flaxseed t, 238 $ 
Grain sorghums 2 2, ¢ 
Oats 43, 366 ) 
Rye 4 ) 
Soybeans 29, OF S, 92S 
Wheat $31, O3t $2,812 
Total 674, 321 48 2 
1 Does not include direct purchase of 750,000 bushels of fla 
Source: U. 8. Department of Agriculture, Commodity Stal n Service 
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COTTON UNDER LOAN, 1953 AND 1952 


Credit Corporation had outstand 
1952 crop 


g loans 


As of January 8, 1954, Commodity 
on 5,739,512 bales of 1953 crop cotton. 
total outstanding loans on 1,216,537 bales of 


This compares with 
cotton on January 9, 1953. 

In addition, as of January 8, 1954, CCC had outstanding loans covering 
1,712,582 bales of 1952 crop cottor These loans are being carried on a past-di 
status. Producers have been given until July 31, 1954, to make redemption. 


CCC INVESTMENTS 
IN FARM COMMODITIES 


NOV. 30, 1952 NOV. 30, 1953 (Est.) 
($5.2 BIL). 


($2.2 BIL) 
F j , 

~s + , eae ols —_ Other 

Total dairy Corn 
wr i products 530 MIL. BU 
Total dairy 21 MIL. LBS. 

maces Butter 
292 MIL. LBS. 


Tobacco , ~\ 
468 MIL. LBS 
- 
Sarea \ mete 
Cotton Wheat 
854 MIL BU. 


— 
469 MIL. BU 6MIL. BALES 





SIZE OF SEGMENTS PROPORTIONAL TO VALUE 
TOTAL INVESTMENTS IN FEB. 1950 WERE $4.0 BIL. 


NEG. 81-54(1) AGRICUL TURAL MARKETING SERVICE 


S. DEPARTMENT O 
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FINANCI 





IGATIONS OF CCC 





AL OBL 









$ BIL] LIAS LD 
fe eT anncteiibaemiea init daieiae mall 
Ea Other aidientions | | "6.750 BORROWING AUTHORITY 
| ! | ry 
6 re Obligation to purchase loans held by lending agencies _| Ror: 4 
Outstanding borrowing | | A 
ie ea j y 
l 
4 |}— : 
a 








JUNE 4 
1947 \—48 





49 50 51 U52 U5 U5 a- 


L 
[ 





QUARTERLY DATA 








U.S. DEPARTMENT OF AGRICUL TURE 





NEG. 83-53(12) AGRICULTURAL MARKETING SERVICE 





Cc 
FARMERS’ PRICES 
Comparison of Prices for Price-Supported ‘‘Basic’’ Commodities 
With Those of Nonsupported Group 


% OF 1910-14 — 


300 + | 
Not price supported 


(FRUITS, TRUCK CROPS, 
OTHER VEGETABLES, MEAT 
ANIMALS, POULTRY, EGGS) 


a eee 











NN Price supported 


(*BASIC” COMMODITIES - FOOD GRAINS, 
FEED GRAINS, COTTON, TOBACCO) 


1935 1940 1945 1950 1955 


DAIRY PRODUCTS, O/L CROPS, AND WOOL NOT INCLUDED IW ABOVE CATEGORIES OWING TO VARIATIONS 
OF SUPPORT ACTIVITIES FOR THESE PRODUCTS 


U. S. DEPARTMENT OF AGRICULTURE NEG. 82-53(12) AGRICULTURAL MARKETING SERVICE 
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CARRY-OVER OF MAJOR 
FARM COMMODITIES Zo 


Wheat Cotton Corn Fats & Oils 


(MIL. BU.) (THOUS. BALES) (MIL. BU.) (MIL. LBS.) 


1952 ‘53 '54 1952 ‘53 '54 1952 °53.'54 1952 ‘53 '54 


CROP YEARS BEGINNING: WHEAT, JULY 1; COTTOM, AUG. 1; CORN, OCT. 1; FATS AND OILS,OCT.1. HEIGHT OF BARS ARE PROPORTIONAL TO VALUE 


DEPARTMENT F AGRICULTURE NEG. 80-54(1) AGRICULTURAL MARKETING SERV E 





Secretary Benson. Schedule 1 is simply a tabulation of commodities 
owned by CCC. It does not include those under loan. Owned by 
CCC on January 6, 1954. 

Schedule II is a similar tabulation for a year earlier, January 6, 1953. 
The total figure is the very significant one, of course, showing the 
increase which was mentioned in the narrative. 

Schedule III shows the grains particularly; 1953 compared with 
1952. 

The first chart, chart A, is an attempt to show graphically by applied 
diagram the commodities owned and under loan on November 30, 1953, 
compared with a year earlier, November 30, 1952. 

The size of the circle indicates the relative totals of these items and 
the segments indicate the particular commodities. 

The figures under the names of the commodities indicate the 
quantities in bushels, pounds, or tons, as the case may be. 

The next chart, chart B, shows the financial obligations of CCC. 
You will note there that up to 1950 the loan authorization of CCC 
was $4% billion. It was raised by $2 billion im 1950. 

We are up to the limit or probably will be before the middle of this 
year which points up the reason why the President is asking for 
increased authority to raise the borrowing authority of the CCC. 

Chart C is an attempt to show a comparison of prices for price- 
supported basic commodities with those that are not supported. 

The broken line, the commodities not supported, represents about 
60 percent of the total in volume. 

The lower group, roughly 40 percent in volume. The similarity of 
the price movements is rather striking. The overwhelming influence, 
of course, in my judgment has been the movement of the general 
price level. 
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The last chart, chart D, is an attempt to show the change in the 
carry-over of major farm commodities, showing the comparison of 
1952, 1953, and 1954 for wheat, cotton, corn, food fats. and oils 

It indicates the Way the products have accumulated. 

The CHarrMan. Mr. Secretary, you have presented the case for the 
President’s program very ably. With the attendance which the 
committee has this morning it goes without saying that you have not 
answered all the questions which some of the members would like to 
ask you. 

We have present this morning, I believe, all but two members of 
this Committee on Agriculture. 

Senator Eastland was called out of the city and Senator Holland, 
who had very earnestly planned to be present this morning, was 
suddenly called by a subcommittee dealing with United Nations 
affairs. It was entirely unexpected and Senator Holland expressed 
his disappointment at not being here. 

It is quite apparent that any member of this committee probably 
could use up all the time we have between now and noon in asking 
you que ‘stions 

in all fairne 3s the ‘han iS coins to start on the le ft w ith Senator 
Young and then come over to Senator Ellender, and alternate back 
and forth across the table, because we have almost exactly the same 
number present on each side of the table this morning 

We do hope that each one will be considerate of those members of 
the committee farther down the line who are probably equally 
desirous of asking questions. 

If those who have the first opportunity can show restraint and 
keep to a couple of questions to start with, or a few minutes time, 
then after we have gone down the line we will come back and go 
over it again. 

There does not seem to be any perfectly equitable way of handling 
a question period of this sort. We have tried several ways and 
discovered flaws in all of them 

Senator Young, the Chair is not going to ask any questions at 
this time, preferring that we cet to work with those who may not 
wholly approve of the program. 

I will call on Senator Young first. I do not know until after we 
hear him, Mr. Secretary, whether he approves fully of the program 
or not, 

Secretary Benson. That is my hope, Senator. 

Senator Younc. Mr. Chairman, after 6 or 7 minutes I hope you 
will stop me so others can ask questions. I would like to read a part 
of a letter from a farmer in North Dakota which | thmk is typical 
of farm thinking. 

I made a statement after the President’s state of the Union message 
that I was willing to cooperate with the administration to try to work 
something out. Here is how he comes back [reading]: 


It sounds like our favorite Senator from North Dakota is giving ground to tl 
‘Ike” farm program Please let me ask you as a North Dakota farmer how we 
the average small family sized farms are to make a living on $1.70 wheat and ¢ 
cents gas and $10 plow lays; and on top of that restricted wheat acreage, a f 
cattle market and with the dairy program going to pieces this spring Wha 
are we to use for money? 

I am not a farmers’ union man and I don’t thir they have all the answers 


*am I a Democrat, but if we must work for nothi and live on nothing I'd 
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rather be a Democrat any day and I have a lot of company. I am sure you 
understand, so stay parity. How else can we live? 
If you have an extra copy of the Agriculture Yearbook, I would very muct! 
appreciate one. Thanks 
Yours for a sound farm program. 
J. W. Krer. 


Mr. Krein poses seve ‘ral typic ‘al que ‘stions. 

Mr. Secretary, there have been many statements and a lot of bad 
publicity on the cost of these agricultural price-support programs. 
Last spring Mr. Beach, of the United States Department of Agricul- 
ture, appearing before a Senate Subcommittee on Agricultural Appro- 
priations, testified that there had been over the 20 years of operation 
of the price-support program for basic farm commodities a net profit 
of $4,872,708. 

Is that a correct statement? 

Secretary Benson. Over 20 years? 

Senator Youna. Yes. 

Secretary Benson. We have a new publication just out, Senator 
Young, which has been prepared by Mr. Wheeler of our Office of 
Budget and Finance, which we think is the most accurate report we 
can develop on the cost of farm programs. 

I would be very glad to have the report incorporated in the record o1 
to have Mr. Wheeler comment on your question. 

Senator Young. This if from October 17, 1933, through February 
28, 1953. Of course, aside from the ECA program under which we 
exported large quantities of industrial goods and farm commodities 
and through the International Wheat Agreement. 

Secretary Benson. There have been a lot of statements circulated 
regarding the costs or profit of these programs. It was because of 
that that we directed that a study be made by our own people in the 
Department to get the most accurate figures on this whole question 
of the cost of farm programs. 

We have completed that study. It is our very best effort. I am 
sure it is not perfect 100 percent, but we have made the very best 
appraisal we can, Senator Young. 

If 1 may, Ll would like to ask Mr. Wheeler to comment on it briefly. 

Senator Youna. He can answer “Yes” or ‘‘No”’ whether that state- 
ment is correct. 

Mr. JosepH C. WHEELER (Director of Finance, United States De- 
partment of Agriculture). The figures given by Mr. Beach in the 
hearings last year are correct, Senator Young, representing the net 
loss on CCC price-support operations up to the time when he gave the 
statement. 

The material we have since developed brings similar information 
up-to-date through the fiscal year 1953, together with cost data on 
related programs in the Department of Agriculture. 

Senator Youne. Thank you. I do not want to take up all my 
time with this one question. 

Secretary Benson. May I have that report inserted in the record? 
I think it would be of general interest. 

The CuarrMANn. Yes; without objection, that report will be incor- 
porated in the record of this hearing. 

(The document referred to is as follows:) 
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RELATIONSHIP OF REALIZED Costs TO STATEMENTS OF AccRUED INCOME AND 
EXPENSES FOR NONCORPORATE LENDING PROGRAMS 


The financial aspects of the noncorporate lending programs of the Rural Elec 
trification Administration and the Farmers’ Home Administration, which are 





reported on this statement on a realized cost basis, are also susceptible of g 
reported on an accrued income and expense basis. Records for these programs are 
maintained and reports are made on the accrued basis pursuant to regulations 
covering business-type Government operations. To illustrate the differences 
involved in these two concepts the following tabulation, using the REA as an 
example, shows the results, from the beginning of the REA programs through 
the fiscal year 1953, on the accrual basis compared with the realized costs reflected 
in this statement. 
Lending ope rations of REA from nce pl on to June 0, I 153 
{Millions of dollars 
\ Not 
Interest income-...-. i 234 150. 9 
Expense 
Interest expense 185. 9 250. 7 
Provision for possible losses on loans 
Net income-.-_. ‘ } 
Net expense ail S 
The principal differences in the two bases are as follows 
(1) Interest income: The accrual basis includes interest earned but not 


collected. A substantial part of the difference is due to the inclusion on the 
accrual basis of interest deferred under the law during the first 5 years of a loan 
but properly accounted for as accrued interest earned although it is not due or 
payable. The realized cost basis includes actual collections of interest 

(2) Interest expense: The accrual basis includes only the interest actually 
charged to REA on funds borrowed from RFC (in the earlier years) and from 
the Treasury, under borrowing authorizations provided by Congress, The 
realized cost basis includes as interest expense the amount resulting from applying 
to the average total of loans outstanding in each year the average interest rate 
paid by the Government for the funds it borrowed in that year. 

(3) Provision for possible losses on loans: The accrual basis includes projected 
or anticipated losses based on the best estimate that could be made at the end of 
the fiscal year 1953. The realized cost basis, which takes into account only those 
costs that have actually come about, does not include any anticipated losses on 
loans. 
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Cost of agricultural and related programs, fiscal years 1932-53 
Millions of dollar 

Projected 

. losses on 
‘ a 

R ; ; corporate 

8 ; 

and lending 

programs 

Programs primarily for stabilization of prices and farm income 7, 510.4 639. 2 
Programs primarily for conservation of resources 4,589.1 

Credit and related programs for electrification and telephone facilities, and farm 

purchase, maintenance, operation and housing 1, 756.3 153. 2 
Researct t 1,189.7 
Other, chi ch marketing services, contro! and regulatory activities , 531.3 
Progra r wartime, defense, and other special need 344. 2 

I ms 16, 921.0 792. 4 
ime ¢ ubsidies on agricultural commodities 4, 245. 0 
Other special activities not a part of the agricultural programs of the Department 16,214 7 


Ihe basis for the costs reflected in this table is as follows: (1) For activities financed from appropriated 
funds, the expenditures less receipts arising from the activities so financed; (2) for noncorporate loan funds 









the losses on loans and the net interest cost or income; (3) for Commodity Credit Corporation and Federal 
Crop Insurance Corporation corporate funds, the net lized gains or losses from operations and the 
interest cost to Treasury on Government-subscribed capital; and (4) for corporations of the Farm Credit 
System, the interest cost to Treasury on Government-subscribed capital and payments made by Treasury 





m account of reductions in interest rates on mortgages less dividends and franchise taxes paid to Treasury 
Interest cost to Treasury on noncorporate loan funds and on Government-subscribed capital of corporations 
has been computed on the basis of the average rate on the public debt paid by Treasury in each of these 
years 


FUNCTIONAL CLASSIFICATION 


Programs primarily for stabilization of prices and farm income: 
Commodity Credit Corporation 
International Wheat Agreement 
temoval of surplus agricultural commodities (30 percent of customs receipts) 
exclusive of cash payments for school lunch programs) 
Sygar Act 
Federal Crop Insurance Corporation 
Agricultural production programs 
Acreage allotment payments under the agricultural conservation program 
Agricultural Adjustment Act of 1933, and related acts 
Parity payments 
Removal of surplus cattle and dairy products under the Jones-Connally Act 
of May 25, 1934, and under section 37 of the act of August 24, 1935 
Federal Surplus Commodities Corporation 
Agricultural Marketing Act revolving fund and related activities 
Programs primarily for conservation of resources: 
Agricultural conservation program (exclusive of acreage allotment payments) 
Soil Conservation Service programs 
Forestry programs 
Flood prevention 
Credit and related programs for electrification and telephone facilities, and farm 
purchase, maintenance, operation, and housing: 
Rural Electrification Administration 
Farmers’ Home Administration 
Disaster Loans Revolving Fund 
Farm Credit Administration, salaries and expenses 
Federal Farm Mortgage Corporation 
Federal intermediate credit banks 
Production credit corporations 
Banks for cooperatives 
Federal land banks 
Regional agricultural credit corporations 
Research and education: 
All agricultural research, including payments to States 
ixtension Service, including payments to States 
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Other, chiefly school lunch, marketing services, control and regulatory activities: 
School lunch program (inelu 
school lunch programs 
Marketing services 
Marketing service and educational projects under the Agricultural Marketing 
Act of 1946 (RMA title I] 
Control and regulatory activities of the Agricultural ] 
including e lit nination of diseased cattle under the Jones-Conna Act of 
May 25, 1934, and under section 37 of the act of August 24, 1935, 
exclusive of foot-and-mouth disease erad 
Crop and livestock estimates work of the Bureau of Agricultural Economies 
Commodity Exchange Act 
Office of Secretary 
Office of Solicitor 
Foreign Agricultural Service 
Office of Information 
Library 
Working capital fund, Department of Agriculture 
Programs primarily for wartime, defense, and other special needs 
War Food Administration, salaries and expens 
Farm labor program 
Emergency supplies for Territories and possessions 
Food and feed conservation program 
Sugar rationing 
Emergency rubber project 
Research on strategie and critical agricultur ul materials 
Salaries and expenses, defens ee ction activities 
Eradication of foot-and-mouth and other contagious diseases of animals and 
poultry 
Wartime consumer subsidies on anaes commoditie 
Subsidies paid by Commodity Credit Corporation 
Subsidies paid by Reco nstruction Finance Corporation 
Other special activities not a part of the agricultural programs of the D« ; 
Special activities conducted by the Department under transferred funds as 
a service for other agencies: 
Lend lease, UNRRA, and foreign aid 
Emergency fund for the President 
Emergency relief funds 
Surplus property disposal 
CCC procurement for Army 


Government procurement of ers commodit for foreign aid pro- 
grams other than through the Department of Agriculture 
Projected losses on co porate and lending progra us of J 30, 1953 
Losses: VM s 
Commodity Credit Corporation: Reserves on CCC programs $636. 7 
Federal Crop Insurance Corporatian: Reserve for anticipated losses 
on accounts receivable 2.5 
Farmers Home Administration: Reserves for anticipated losses on 
outstanding loans and other assets __- 150. 7 
Rural Electrification Administration: Reserves for losses on loans 12.5 


Total 792. 4 


This is the nominal amount carried on REA books at present Phe tte eded adjustment in this 
figure is now under study in REA 


Source: U. 8. Department of Agriculture 


Senator Youna. Mr. Secretary, we are fast reaching the situation 
in agriculture, and I think our whole economy, that we had during 
the late twenties and early thirties. 

Depressed farm prices, surpluses, and a general all-around farm 
problem. Isn’t that correct? e 

Secretarv BENS r | hin! he situati . astl liffere fr 

Secretary DENSON. think the situation 1s vastly different Irom 
what it was then, Senator. I think the general situation regarding 
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our overall economy is good; employment is high, demand is strong, 
business activity is high. 

During those years we did not have these heavy surpluses accumu- 
lating as a result of the war incentive and high incentive price supports 
which have been a factor in the accumulation of surpluses this time. 

1 think the situation is quite different. 

Senator Younc. We had quite a surplus problem. You remember 
we established a farm board to try to solve the farm price problem, 
and Congress finally ordered its liquidation in 1942 which was most 
unfortunate. 

Mr. Secretary, I think you would agree that until now little 
nothing has been done to control surpluses, to control production. 
Is that not correct? 

Little or nothing has been done to date. 

Secretary Benson. You mean in the period we are in now? 

Senator Youna. Yes. 

Secretary Benson. No; there has not been anything done until 
this year. I think it would have been a good thing if the previous 
administration had provided controls on production for the 1953 
crops. But there were not any. We have announced controls for 
the 1954 crops as you know. 

Senator Young. And the Department of Agriculture asked farmers 
to increase corn production in 1953. Isn’t that correct? 

Secretary Benson. Yes; I think that is correct. 

Senator Young. Do you really believe that lower prices will go 
far in solving our surplus problem? 

Secretary Benson. When prices are out of adjustment, out of 
line, there is a tendency for production patterns to be frozen. You 
do not get the flexibility, the opportunity for shifts in production 
that you have when there is some flexibility in the prices themselves. 

Senator Young. During this last summer, from June 15 to Septem- 
ber 15, the cash wheat prices dropped to an average of less than 80 
percent of parity. There was no increase in exports during that 
period, was there, as a result of those lower prices? 

Secretary Benson. I would have to check the export figures as to 
that exact period. Of course our total exports of wheat have declined, 
I mean outside of the wheat agreement. 

As I recall, they have declined from about 220 million bushels to 
around sixty-some-odd million bushels in the last 2 years or so. 

Senator Youna. If the exports did not increase when wheat dropped 
below 80 percent of parity for several months, then what makes you 
believe wheat exports will increase in the future if we lower wheat 
prices still more? 

Secretary Benson. Of course there are other uses, Senator. We 
used to feed a lot of wheat as you know; I think up to nearly 100 
million bushels of wheat a year. 

That has almost dried up. It is not being used. So it is not only 
a question of exports, it is a question of local consumption as well. 

Senator Youna. In 1947 the average price of wheat was $2.34 a 
bushel—these are USDA figures—and the average price of a loaf of 
bread averaged 12 cents. 

In 1953, for the first 11 months, wheat averaged $1.99 a bushel 
or 36 cents a bushel lower and bread avers ued 16.4 a loaf or a little 
less than 4 cents a loaf higher. 
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It does not seem to make much difference whether you lower farm 
prices or not, the cost to the consumer seems to increase. In fact, 
there was an increase in the cost of bread only about a month ago. 
Isn’t that correct? 

Secretary Benson. A big item in the cost of bread has been proven 
to be not the cost of the wheat, but the other costs that go into it 

Senator Youne. Mr. Chairman, I think I have taken up more than 
my allotted time. ‘There are many questions I would like to ask. 

The CHatrMAaNn. Any member of this committee could use all the 
time available, I am sure of that. 

Senator Ellender? 

Senator ELLENDER. Mr. Secretary, what part did you play in pre- 
senting your views to the President, and to what extent were 
recommendations adopted by the President? 

Secretary Benson. I presume only the President could answer that 
fully, Senator Ellender. Of course | could not claim that I developed 
this program. There were a lot of people had a part in it. ‘There 
were over 60 different agencies, agricultural colleges, research agencies, 
over 500 outstanding farm authorities that participated in it. 

We had our bipartisan National Agricultural Advisory Commission 
with wide representation. ‘They played a major part in the develop- 
ment of the program. 

In the development of it the question of political affiliation or 
anything of that sort was never mentioned. We tried to seek the 
best help and the best counsel we could get and we drew on many 
people. We even analyzed the mail that came into the Department 
with suggestions. 

The President did play a very important part in it because we had 
a number of conferences with him. He met with the National Com- 
mission on 2 different occasions and we had 2 or 3 long sessions with 
him, with some members of the Commission and members of my own 
staff. We did make final some recommendations to the President. 

Senator ELLENDER. Will you tell us the extent to which your recom- 
mendations were incorporated in his message? You ought to be able 
to answer that. 

Secretary Benson. That is very difficult. As we finally made our 
recommendations I would say quite a lot of them were incorporated 
there. 

Senator ELLENDER. Would you say 90 percent? 

Secretary Benson. We made some earlier recommendation, he went 
over those: we had some conferences with him and modifications were 
made, some further study was made of certain points, and then we 
made subsequent recommendations. I cannot say that we did the 
job. He certainly helped to guide it. Not only that but when the 
legislative leaders met with the chairman of the Agricultural Com- 
mitee some further changes were made as a result of that conference. 

A lot of study went into it and a lot of effort. 

Senator ELLENDER. You have been very critical of the large 
amount of surpluses now on hand, let’s say with reference to dairy 
products. Since you are in office you had the opportunity of changing 
that picture by utilizing the law then in existence by reducing the 
support from 90 to, let’s say, 75. Why did you not do that? 

Secretary Benson. What you say is entirely true, Senator Ellender. 
I did have the opportunity, the authority, at least, to do so. I con- 


your 
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sidered it very, very carefully. I wanted to give the machinery we 


have every possible opportunity to work. I consulted with a number 


of people including members of Congress. 

Senator ELLENDER. Are you certain that is the reason, Mr. Secre- 
tary, that you wanted to give the machinery a chance? Wasn’t there 
something else? 

Secretary Be Nson. In addition to that, the industry itself, Senator, 
asked, and were united apparently, in their request that we give them 
a year to try to help work out a program of their own so it would 
require less Government assistance to stabilize their industry. 

That was a major factor. 

Senator ELLENDER. Now with respect to the wool program, I notice 
that the President has recommended a program that smells of the one 
that most of the members of this committee were opposed to, that is, 
direct subsidies to the farmers, the producers of this commodity. 

Secretary Benson. I did not know that it had any particular odor 
associated with it. We did not have that in mind. That did not 
even come into the discussions. We looked at this wool problem as a 
special problem. Our production is less than our consumption as you 
know. 

We produce about a third of our consumption. The Congress has 
set up as a policy, as an objective, tbe production of about half of our 
normal requirements for strategic purposes. That would be 360 mil- 
lion pounds. We have not been successful under the present program 
of loans and storage in reaching that goal. ‘The industry is not in 
good condition. 

We explored a number of programs. We explored the present 
program, we explored the possibility of a program involving processing 
taxes on wool, and we felt that under the conditions of this special 
commodity, with a special problem in which most of our production 
is imported, if we were going to reach the goal we would be justifies! 
in a simple program of this nature. 

Senator ELLENDER. Did you give the same study to other com 
modities that were similarly situated? 

Secretary Benson. Yes. 

Senator ELLENDER. Let’s say tung oil. Tung oil, 1 understand, i 
a product that is absolutely necessary, and we do not produce it here 
Our Government in the past has caused many farmers to go into the 
production of tung oil. They have gone quite far in producing, at 
least percentagewise, let’s say, from 40 to 50 percent of our require 
ments. 

I notice in this recommendation you have stricken it entirely from 
the program. Why was that done? 

Secretary Benson. The tung oil of course is eligible for benefits 
under the program, Senator. 

Senator ELLENDER. What you have done, though, it was mandatory 
up to 60 percent, you have stricken it out entirely. It is a strategic 
material that ought to be on hand during war. The Congress, as | 
said, went on the record and placed it in the law. 

Since you say wool is necessary, and you want to keep that in, 
why didn’t you do the same thing with respect to tung oil? 

Secretary Benson. I think the conditions are quite different and 
there is machinery for flexible support of tung oil. 


“spams 
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Senator ELLENDER. Did anybody appear before you or was anybody 
representing the tung-oil industry represented in all of these mee tings 
that you had in order to obtain the information to guide the President’ 
Secretary Benson. We have had conferences I am sure with repre- 
sentatives of every commodity concerned. 

Senator ELLENDER. Do you recall having had conferences with the 
tung-oil people? 

Secretary Benson. Yes, I recall them being in. I would have to 
look up the record to find out just how many were in and who were 
in, but I am sure they have been in the Department. 

Mr. Gordon, I believe, could answer that. We bave had confer- 
ences with them. 

Senator ELLENDER. Mr. Secretary, the President has commended 
the tobacco program as being workable and has suggested that it 
remain as is. What is your feeling on that? Did you agree to that 
or did you oppose it? 

Secretary Benson. I agreed to it, Senator. I felt that tobacco 

Senator ELLENDER. It is a program that has worked along the same 
line as cotton. 

Secretary Benson. It is quite different 

Senator ELLeNpDER. I wish you would tell us how and why. 

Secretary Benson. In the first place, it is limited in its produc- 
tion to a very small area, which makes it much easier to control, and 
there is relatively a very small quantity of land that is adapted to 
the production of tobacco. 

The program seems to be working fairly well and we felt that prob- 
ably the best thing would be for it to continue as is. 

Senator ELLENDER. Mr. Secretary, won’t you admit that the reason 
why the tobacco program works so well is because the farmers utilize 
the law that was put on the statute books to make it effective? 

Secretary Benson. Of course they did utilize the law that was 
available. 

Senator ELLENDER. They have been under controls each year 
You say that the farmers have been asked, let’s say, 2 years ago to 
produce as many as 16 million bales of cotton. 

I think you just asked for—was it 12 or 13 million bales? 

Secretary Benson. I forget the exact figure. 

Senator ELLENDER. In any event, instead of abandoning a pro- 
gram that has worked so well since its inception, in my opinion, why 
try to change it? 

For instance, why not make it so that the law could be called into 
being at a much earlier date? Let’s say with respect to cotton, the 
normal supply, which consists as you know of the domestic consump- 
tion plus the export and then 30 percent of that, I wonder if we could 
not make the cotton program work whereby we would not have such 
a large surplus on hand by reducing the figure of 30 percent to say, 
20 percent, so that the farmers could plant the acreage, reduce the 
surplus, so as to have in hand just what we need, as was contemplated 
by the law? In other words, why not make it work like the tobacco 
program? 

Secretary Benson. It has not been working, Senator, I am sure 
you would agree with that. It looks as though we are going to have 
a carryover of between 9 and 10 million bales. The proportion of the 
total fiber consumption in the country as made up of cotton is de- 
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creasing, which means that inroads are being made into the cotton 
market. Our exports have dropped off very materially, as you know. 
I am just afraid that the present program if continued would result 
in a slow death to the cotton industry. 

Senator ELLENpDER. Mr. Secretary, why blame the law when you 
admitted a while ago in answer to a question by Senator Young that 
the law was not used very often during this emergency? 

I well remember when the cry was “food and fiber will win the 
peace.”’ 

According to that slogan the farmers proceeded to produce. If the 
laws had been in effect instead of following that slogan it may be—in 
fact I am sure—we would not be faced today with such large surpluses. 
In other words, if the law had been placed into effect I am sure that 
the surpluses would not have been as great as they are now. 

Would you agree with that? 

Secretary Benson. That is problematical. 

Senator ELLENDER. Would you agree with it? 

Secretary Benson. If the acreage control had been in effect last 
year it might have helped some. We do not know how much, of 
course. 

Senator ELLeENpER. Mr. Chairman, I have a lot of other questions 
I would like to ask but I haven’t the time. 

The CuarrMan. Thank you, Senator Ellender. 

Is it not a fact, Mr. Secretary, that the tobacco grower is getting 
his 90 percent of parity price under the program without accumulating 
exceptionally large surpluses, whereas that is not true of the producers 
of some other commodities where it is difficult to make a program 
work? 

Secretary Benson. Yes, I think that is generally true. 

Senator ELLenpER. That is because the production is geared with 
consumption and exports. My contention is that we ought to be 
able to do the same thing with cotton. 

The CHarrMan. Is it not true that in the last 2 years if production 
had been geared to consumption we might not have had the unusually 
heavy surpluses that we have on hand “today? 

Senator Thye? 

Senator Tuyr. Mr. Secretary, before I raise any questions I want 
to say to you that you have one of the most difficult assignments of 
anyone in the Cabinet, with the exception of the Secretary of State, 
and you have my personal sympathies because we are in this transition 
from a wartime economy to a peacetime economy in agriculture. 
Your job is very difficult. 

The question that first occurs to me is: What would you advise the 
farmer to shift to? What kind of a crop? What kind of production? 

That is the first question that I have to find the answer to. 

Secretary Benson. If we take 25 million acres out of production, 
what is he going to grow on those acres? 

Senator Tuyr. The reason for my question is that you want the 
support price to be the influencing factor to change from a given 
production to some other type of production. 

I am at a loss to know what to advise a man to shift to because we 
have surpluses in every category of production with the exception of 
pork, and the farmer has not forgotten the disastrous loss he sustained 
or suffered because of the low pork prices 18 months ago. 
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Secretary Benson. As a matter of fact, Senator, any shift—and I 
think the trend has been in this direction for some time—more and 
more livestock products means a reduction in the acreage of com- 
modities that go into surplus, such as wheat, for example. It takes, 
as you know, about seven times the acreage to produce a given unit of 
food put through animals than it does if you eat it direct in the form 
of cereals. So I think as our population increases there will be greater 
and greater demand for animal products. 

Senator Toyz. But Mr. Secretary, our record right now shows one 
of the highest animal population in history, so we have met that phase 
of it by going to the extreme in our livestock population. Pork is the 
only exception, and I qualified the reason for it as being the fact that 
the pork producers suffered a drastic loss only 18 months ago when 
engaged in the production of pork. In the other crops, Mr. Secretary, 
if a farmer asked me today what he should plant or shift to, I could 
not advise him. I do not believe there is anything that he could shift 
to except to put the acreage into grass. We will have to figure out 
what we are going to do with the acreage that is taken out of wheat 
and corn. I think the safest is to put it under legumes, deny its use 
in the system of either grazing or hay, and then you build a fertility 
for future generations or for an emergency in the future. 

Secretary Brnson. | think the tendency is, with the present 

I 


incentive for the production of basic crops, to have a smaller and 
smalier percentage of the farm in the soil-building crops. [ think it 
would be a good thing and in the interest of conservation to put 
more of it into the soil-building crops. 

Senator Tuy. My other question, Mr. Secretary, relates to surplus 
commodities which you isolate and will only use for school lunches, 
relief needs, and export. If certain parts of the isolated Sur] luses 
are used for those needs, will that not act as a deterrent on other 


products, or crops we are producing in the current vear? 

Secretary Benson. You mean if a certain proportion were set aside? 

Senator THys. Yes, and used for school lunches and relief purposes. 
Will that not take some of the market that the current crop should 
have? It certainly is taking some of the market that we normally 
considered for our wheat crops and for our feed or other cereals. 

Secretary Benson. Normally, we have moved into the school- 
lunch programs the items that were in distress, of which we had a 
surplus and which we could feed into the school-lunch program. 
[ would think that would be probably a minor outlet. I would hope 
that a good part of the surpluses could be moved into new markets 
abroad and of course for relief purposes to friendly nations, for famine 
relief in various parts of the world, and probably a minor part overall 
would be used in the school-lunch program although we would push 
that, of course, to the limit. 

Senator Tuyr. While we use the current surpluses for that we do 
deny the crop that is now planted and in production the right of that 
type of market; do we not? 

Secretary Benson. Yes, but normally we would move larger 
quantities than would go into the normal market to the school-lunch 
program. We would emphasize the items in surplus. 

Senator Tuyr. We have not proven our ability to do that yet, 
have we? 
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Secretary Benson. I think we have in some items. 

Senator Tuye. In the foreign field we have not proven our ability 
to handle any of our surpluses in that field yet, have we? 

Secretary Benson. We have not moved great quantities of our 
surplus abroad. 

Senator Tuyr. No, but we have been at it for a year. 

Secretary Benson. I do not know that we have done a great deal. 
We have worked ‘in that direction. 

Senator THyr. Have you any specific assurance to us and to the 
producer that you are going to find an outlet in excess of what we 
have in the past 5 years, or in the past couple of years? 

Secretary Benson. I think the prospects are good that we can raise 
our exports above the last 4 or 5 years. As a matter of fact, they 
have been slipping off as you know, in recent years. I do not see 
any good reason why we cannot recapture some of those markets 
and open some new markets. It is because of that that we are pro- 
posing the trade missions. We have already had some of our men 
abroad exploring the possibilities and we think there are very good 
possibilities. I would not want to conclude at this point in my own 
mind that there is nothing we can do to move commodities abroad. 

Senator THyr. The question that occurs to me is that until such 
time as we have proved our ability to handle the surplus, will it not 
act as a shadow over our national and international markets regard- 
less of whether you isolate it? It will still be visible and will be a 
threat; will it not? 

Secretary Benson. Certainly the foods must be moved into con- 
sumption. We cannot permit them to spoil or be destroyed. If we 
do not make an attempt to move them what are we going to do with 
them? We must move them into consumption. Regardless of the 
cost they have to be moved into consumption, as I see it. 

Senator Toye. Mr. Secretary, our national agricultural economy 
should not be asked to suffer any reduction in its proportionate share 
of our national economy to what it is today, and it is less than 90 
percent of parity. It should not be asked to suffer any greater 
reduction; should it? 

Secretary Benson. Of course we want to get the very maximum, 
Senator. 

Senator Taye. But we should not ask agriculture to take less than 
90 percent or somewhere thereabouts in our national economy; 
should we? 

Secretary Benson. I think under the program which has been 
recommended there will be no sudden shift, or adjustment downward. 

Senator THyr. Nevertheless, | think you and 1 would agree that 
we should not ask our producers to take less than 90 percent of our 
national economy. Should we ask our producers to take less than 90 
percent of our national economy? 

Secretary Benson. I do not know that I get just what you mean. 
Do you mean 90 percent of our production used domestically? 

Senator THyr. We will say that the figure of our national economy 
is so many billions, and agriculture should have 

Secretary Benson. You mean the income figure? 

Senator THyre. Yes, income. We should not ask the farmer to 
suffer much less than somewhere near 90 percent of the national 
economy; | mean his fair share of our national income or economy. 
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Secretary Benson. We would all like to see the farmer get his fair 
share of the national income. 

Senator Ture. That is correct, sir 

Secretary Benson. We will do everything we can to bring that 
about. 

Senator Tuys. For that reason, Mr. Secrets ary, would we not be 
wiser if we endeavored to hold the supports for the major or the 
basic commodities somewhere near 90 until we proved our ability to 
handle the surplus and to establish in the market place for hii a 
market that is somewhere in line or will give him 90 percent? Until 
we have proved that, we are only talking. When we have proved 
our ability in the market place to give him somewhere near parity, 
then we can proceed from there on to do something for the future. 

Secretary Brunson. Of course this billion dollars which I men- 
tioned and which the President is going to recommend is intended 
as an estimate of what can be moved into markets that will not 
seriously disturb domestic markets. It can be moved into —- 
markets and for relief and aid for friendly nations. We cannot. 
obviously, move all of the surpluses i _— diately but we do fe el that 
in a period of 3 years we could move a billion dollars of the surplus 
abroad. That is our aim and that is what the President has in mind. 

Of course these products hang over the market, Senator Thve, 
whether we set them aside or whether we keep them where they are. 
If we keep them where they are they are certainly hanging over the 
market. If present trends continue the program will crash down of 
its own weight. We might just as well fac e that. 

Senator Turse. Mr. Secre Lary, there is only one answer, as I see it 
and that is that we as an administration, or Congress and the adminis- 
tration, must prove our ability to handle the surplus: either handle it 
as we have produced it and have it, or contre l the acres so as to reduce 


the produc ‘tion in the current year. ‘Those are the two factors. Until 
such time as we effectively meet those problems, the farmer will hay 
a greater fear of hisincome. If we take legislative steps to reduce the 


oh iene supports on the basics, would not the farmer have reason 
to worry about his future? 

Secretary Benson. Mandatory support prices are not giving 90 per- 
cent of parity now and they will not give it if we continue to acecumu- 
late these burdensome surpluses. The price will have to come down 

The CHatrMaAN. Mr. Secretary, is not the purpose of the President’s 
recommendation in setting aside $2% billion worth of commodities, to 
enable the farmer to qualify for a continuous 90 percent s upport unde 
the flexible system as long as he is willing to keep supplies in line w ‘th 
demand? 

Secretary Benson. That is true. 

The CHAtrRMAN. Isit not true that under the law if the cotton grower 
does not permit more than 8 percent above a normal supply to accumu- 
late, that he is assured of 90 percent parity under the law? 

Secretary Benson. Yes, | think that is true, Senator. 

The CHarrMAN. Senator Johnston? 

Senator Jonnsron. Mr. Secretary, rea — vour statement today, 
the part that you quote from the President, nobody disagrees with 
that. part very much, do they? The part th: at you quoted? 

Secretary Benson. I do not know of any disagreement. I could 
not say. This is the first it has been announced, as far as I know, 
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Senator Jonnston. Did he read your statement for today? 
Secretary Benson. Did the President read it? 

Senator JoHNsTron. Yes. 

Secretary Benson. The total statement? 

Senator Jonnston. The total statement. 

Secretary Benson. No, I believe not. 

Senator Jounsron. Does he believe in full parity or does he believe 
in flexible parities? 

Secretary Benson. He wants the farmer to get full parity, 100 per- 
cent of parity in the market place. That is what he is committed for, 
and he will work to that end, I am sure. 

Senator Jounston. How can you work for that with a flexible 
parity? 

Secretary Brunson. I think you can do it very well. 

Senator Jonnston. How? 

Secretary Benson. There is no upper limit to price under the 
flexible support. 

Senator JoHnston. You speak of the law that will go into effect in 
January 1955. Is that not what is known as the Aiken-Anderson 
bill that passed Congress? 

Secretary Benson. The 1948 act? 

Senator Jonnston. And in 1949 the evils thereof were just post- 
poned until January 1, 1955. Is that not what happened? Let us 
keep the record straight. In 1949 did you not postpone carrying it 
into effect until January 1, 1955? 

The CHarrMan. No. 

secretary Benson. The act has never been given an opportunity 
to work. It was never tried. 

Senator Jounston. Why was it not put into effect in accordance 
with the 1948 law? 

The CuarrmMan. To keep the record straight, Senator, we might 
say that that postponement last took place in 1952 as a war measure. 

Senator JOHNSTON. It took place in 1949 and again in 1952, 

The CHarrMan. In 1952 is when the provisions were suspended 
through 1954 for price supports for the basics and through 1955 
relative to their parity prices. 

Senator JOHNSTON. So it was extended. That is true, is it not, 
Mr. Secretary? 

Secretary Benson. As I understand it, the 1948 legislation was 
passed and then it was amended in 1949. Then a further amendment 
was attached to prevent it from coming into operation. I understand 
the reason for that was that there was an urgent demand for maximum 
production because of the emergency situation so they gave an 
increased incentive through a 90-percent support to get maximum 
production. The law was intended to operate in peacetime. We are 
in peacetime. We feel it should be given an opportunity to work. 

Senator Jonnston. That is your thought? 

Secretary Benson. That is my feeling, yes. 

Senator JoHNsToN. Congress did not think so, and we were in a 
semiwar, so to speak, in Korea, in 1952. Is that not right? Now 
then, with regard to your stockpile of $2% billion worth of produce, 
how are you going to keep the buyers from knowing that you have 
that stockpile? You have not disposed of it, have you? 

Secretary Benson. We have no intention of keeping the knowledge 
from anyone, Senator. It will be known, of course. 
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Senator Jounston. Will that not have a bad effect on the price to 
be paid to the farmers of this Nation? 

Secretary Benson. What would you do with that surplus? No 
program can possibly work unless 

Senator Jonnston. I can answer that question, although I am not 
a witness. Do you have any trouble with tobacco today? You are 
paying 90 and you are not worrving about overproduction, are you? 
The reason for that is because you have had on strict controls. Is 
that not true? 

Secretary Benson. And the other reasons which I gave a moment 
ago, 

Senator JOHNSTON. Strict controls brought rood prices and you 
can keep the supports on. Is that not true in other commodities, 
your basic commodities? You are going to have to have strict 
controls in order to keep high parities or supports. Is that not 
true? 

Secretary BENSON | doubt very much if that will do it alone, 
Senator. We have not proven yet that we can get much production 
control on some of the larger commodities that are w idespread in their 
production such as wheat, for example. In fact, our efforts in the 
thirties were not very fruitful in that direction. You may recall 
that. 

Senator JoHNsTon. The main trouble is that we tried to throw it 
on so quick here that we are going through the windshield. Is that 
not the trouble at the present time? We oucht to try to put on our 
brakes a little sooner. 

Secretary Benson. I think the program which the President has 
recommended provides for a very gradual transition, Senator, and a 
very easy transition from a program ona is going to bog down and 
fail us to one that will have some flexibility in it and that will work 

Senator JOHNSTON. So you are not for 90 percent parity on the 
basic commodities, nonperishable, are you? 

Secret ary Benson. I do not believe the present progran will work 
to the interest of the farmer in the long run, Senator, on the basi 
commodities. 

Senator JoHnston. On the perishable commodities you think they 
should be treated differently from the nonperishable; do vou not? 

Secretary Benson. Yes. Many of them, of course, have programs 
under the Marketing Agre ments Act and section 32 fund It 
seems to meet their needs quite well. 

Senator JoHNston. When it comes to perishables what about the 
supports? Do vou think they should be as much as nonperishables? 

Secret ry BENSON The pe ris able commodities are hoy covered 
by flexible provisions. 

Senator Jounston. I hope what I have heard is not true but, by 
keeping on 90 percent parity on butter is it not going to make the 
support prices for all commodities very unpopular? 

Secretary Benson. Of course the present supports on butter have 
tended to price butter out of the market. There is not any question 
about that. And to a lesser extent that is true on some of the other 
dairy products. I think the industry are coming to recognize that 
there needs to be some adjustment in that support t level. It is not 
working. <A high, rigid level is not a good thing for the dairy industry 
in the long run and members of the industry recognize it. 
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Senator Jounston. You believe as I do, in the long run for butter 
and other commodities it would be best not to give 90 percent parity 
on butter at the present time, it being perishable? 

Secretary Benson. We would like to see di airy farmers get more 
than 90 percent in the market place but you cannot force it through 
support prices. 

Senator Jonnston. Especially when the commodities are perish- 
able 

Secretary Benson. When the perishables accumulate they depress 
the market or else the product itself is priced out of the market, one or 
the other. 

Senator Jounston. With regard to the 25 million acres that will 
be taken out of production, of cotton, corn, and wheat; is it not true 
that what it is diverted to will have to depend to a large extent on 
where that acreage is taken out of cultivation because of different 
crops that you can grow in different sections? 

Secretary Benson. That is correct. 

Senator JoHnsTon. So it is going to be really hard to say just what 
they can go into and what they cannot go into; is that not true, Mr. 
Secretary? 

Secretary Benson. Yes, I think that is true. 

Senator Jonnston. We would all like for them not to go into some- 
thing that will wreck the market on some other commodity. 

Secretary Benson. Of course it also raises the question, Senator, 
whether on 3 or 4 basic commodities you should hold the prices at 
levels that require heavy acreage reduction and which shifts the 
responsibility on to other commodities, because those acres will not 
stand idle. Every farmer wants to plant all of his acres to something, 
If part of them were taken out of wheat or some other commodity 
they will go into other crops, which shifts the responsibility to those 
other commodities. 

Se _ rr JOHNSTON. If we do not have high supports, is it not true 
that the small farmers of - Nation will be wrecked? 

Secretary Benson. No; I do not believe that at all. In the first 
place there are only about 2 million of our farmers who are classified 
as the commercial family-type of farm. Those are the ones that 
benefit primarily from the support program. The other 3 million, 
the smaller farmers, do not receive any great benefit because they do 
not sell very much in the market place. That is why the President 
has directed that we should give some special study to the needs of 
the small farmer, the 3% million that now do not benefit to any 
appreciable extent under our support program on the basic com- 
modities. 

Senator Jounsron. It used to be that other countries crave us 
trouble in the growing of cotton. They could grow it much cheaper 
than we ae in the United States. Is it not true today that they 
can grow cotton in certain sections of the United States cheaper than 
they can in other sections, and it has a tendency to be wrecking the 
small farmers of this Nation in the cotton fields? 

Secretary Be wson. I think our efficiency in production in cotton 
has greatly increased, particularly in some of the newer areas where 
there is a high percentage of mechanization. Of course if it is true 
we can connie te in our efficiency with the countries of the alle then 
that of course argues for the fact that we ought to have a program 
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flexible enough so we could move some of it into world trade. There 
was a time when we exported, I think, approximately two-thirds of 
our cotton. At the present time we are exporting very little as you 
know. 

Senator Jounston. That brings to the forefront that we are going 
to have to have controls in the field. Is that not true? 

Secretary Benson. You mean 

Senator JOHNSTON. Acreage controls. 

Secretary Benson. I do not think it necessarily follows. 

Senator JoHNsTton. You mean they can grow all they want to, any- 
where? 

Secretary Benson. If there was greater freedom in the operations 
I think the farmers could go ahead and produce, if they wanted to 
produce the maximum, and a lot of it could be moved into foreign 
trade. 

Senator Jounston. And you do not mean to say that that would 
wreck my little cotton farmers in South Carolina and some of them in 
the South? 

Secretary Benson. I do not think it would wreck them. 

; Senator JOHNSTON. Put them out of business. 

Secretary Benson. We would get more of the cotton moving into 
foreign consumption. As it is, Senator, it is piling up in Government 
hands, and at the same time we are losing our markets. Eventually 
we have to have markets if we are going to get prices for farmers. 

The CHairMAN. Senator Hickenlooper? 

Senator HickENLOoPER. Mr. Secretary, as I understand the burden 
of vour recommendations here and those of the President, you say 
this program generally has been developed as a result of conferences 
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with a good many hundreds of farm groups, farm experts, and farm 
organizations, and you have taken a composite of their views on oul 
problems and tried to incorporate them into this program. Is that 
correct? 

Secretary Benson. Yes. We have tried to get the very best judg- 
ments we could, Senator, in developing the program 

Senator HickeNLoorer. Further, I get the impression from your 
statements here that you are attempting to set up a program in which 
the farmer can operate in a free economy and which he can diversify 
his proat ection from vear to vear ce pe nding upon the anti ipations 
of the markets in the future, something along that line 

Sec retary Benson. That is correct. 

Senator HickENLOoPER. I recall years ago, coming from a corn and 
cattle and hog State, I recall that the farmer used to calculate ve ry 
carefully the year before what he was going to do for the next year; 
would he raise corn for sale, would he raise corn to put it into hogs 
or would he put it into cattle. What would he do with it? Those 
used to be his calculations and he would calculate the price, the supply, 
the anticipated plantings and all those things, and he would diversify 
his operations so that we had really a very balanced economy as 
between meat and grains and things of that kind 

We have been, as | view it, in a war economy since about 1942, let’s 
say 1941 or even before. Ve have the Agricultural Act of 1948 and 
1949. Both of those acts received complete bipartisan support. 
Both of them, as I remember, were pointed toward the opportunity 
for a diversification of the farmer’s activities with support prices 
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which were flexible enough to give him some leaway. However, is it 
your opinion that that program has ever been permitted to work? 

Secretary Benson. No, it has not. 

Senator HickENLoopER. So that we do not know, with certainty 
today, what a flexible program of this kind will do in this new peace- 
time readjustment. But we do know, Mr. Secretary, do we not, 
what high, rigid, inflexible supports have done in a couple of things 
potatoes and butter? 

Secretary Bznson. That is right. 

Senator HickenLoorrerR. We know that they ~ e created surpluses, 
especially in the potato business which raised a great sentiment in 
this country to hie all farm supports because e the potato fiasco. 
Do you agree that there was some sentiment of that kind in this 
country? 

Secretary Benson. There must have been, otherwise it would not 
have been wiped out. 

Senator HickENLoopER. I think you are aware today, as has been 
mentioned two or three times, that the support prices on butter defi- 
nitely have created surpluses which at this point seem to = unmanage- 
able. Maybe they are not unmanageable completely but they are 
troublesome to say the least. We see high, rigid supports today 
producing these accumulated surpluses which you have referred to in 
your paper. Do you see any answer to the maintenance of the 
program as it is presently working, assuming that it just went on as it 
is, do you see any other answer except further, greater and greater 
surpluses which will rise up to swamp the farm economy of this 
country? 

Secretary Benson. I think that is what will result if we continue 
on our present course, Senator. 

Senator Hicken.toorrr. I think every one around this table, 
probably everybody in this room, is vitally interested in the prosperity 
and the sound economy and the sound operation of the farm program 
and our whole agricultural setup in this country, and we are all striving 
for the best possible price for farm products to the farmer that can 
be obtained, meanwhile maintaining the stability and integrity of the 
program and the farm economy. That is what I am interested in. 
We hear a great deal and I have seen a great deal in the papers saying 
that Secretary Benson is for lower prices for the farmer. I have 
seen nothing in your statements, nothing in the President’s statement, 
that said he was for lower prices for the farmer. 

I think there has been a misinterpretation of this flexible operation 
provision, interpreted by many people as a direct blow toward lower 
prices for the farmer, and I think it is the most false interpretation 
that could be put on those statements. Under any interpretation, 
under the 1948 and 1949 act there is discretion lodged in the Secretary 
of Agriculture to protect the farmer against just those things. He 
can keep it at 90 percent all the time if ke wants to. Onsome products 
he can even go above 90 percent. 

Secretary Benson. There is no limits 

Senator HickENLOoPER. There is no mandate that he go to 75 
percent or 80 percent or 82 percent. But it is a flexibility which is 
designed to warn the farmer of surpluses accumulating so that he can 
diversify and keep a substantial measure of freedom in his own 
operation. ‘Those are the impressions | get out of your statement, 
Mr. Secretary. 
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Secretary Benson. That is right. 

Senator HickENLooprErR. I want to congratulate you on a courageous 
approach to this problem; whether you are right or whether you are 
wrong I think you have faced the issue. There are some places 
where it is unpopular, I know that. I think it is a courageous ap- 
proach to this thing. Those of us who want high prices for the farmer 
today, we want them tomorrow, but above all I think most of us in the 
farm belt, regardless of which side of the question we may be on, 
above all, we want the long range integrity of agriculture in peace- 
time to be the controlling thing, and the long range prosperity of 
agriculture in peacetime to be the controlling thing 

We have been at this farm problem for a long time. Nobody has 
all the answers. But there are certain basic economic principles that I 
think we must take into account unless we want to see something 
happen to us that will destroy the entire farm program at some future 
date. I think nothing can do that so much as unmanageable sur- 
pluses which just accumulate to swamp us. 

You have mentioned farm markets. I have been very much 
interested in that. I have just had the experience of sitting as a 
member of the Randall Committee which has been attempting to 
study the question of foreign markets and the disposition of our 
products, whether they are agriculture or whether they are otherwise. 
[t is not an easy problem but I think there are solutions to it. [am 
very much impressed by your statement on setting aside the reserves 
for certain purposes. lam ve ry much impressed that there are ways 
and means by which we can work out certain of our surpluses that a1 
now bothering us in foreign operations. Those present their dif- 
ficulties. It is not easy just to say we will sell some stuff to foreign 
people. It isa little more complicated than that. But I think there 
are ways that it can be done. 

I notice that you have stated that any transitions from the 1909-14 
parity to a modern parity system should be eon and on a per- 
centage basis so that it cannot be percipitous [ am n personally very 
interested in that proposition. I think it is a program of restraint, a 
program of warning, a program of adjustment, that is within which 
adjustment can be had. 

Secretary Benson. And Congress has provided that in the 1949 
act. 

Senator HickenLtooprer. Yes. One other thing, Mr. Secretary 
Is it not a fact that in the whole agricultural program, where certain 
products have high, rigid guaranteed supports that there is a great 
tendency for the planting of those particular crops which have a high 
cash value without attempting to dive rsify into other c rops which may 
have a more uncertain cash value and therefore we have what we call 
a great many people raising crops to sell to the Government, creating 
surpluses? 

Secretary Benson. The farmer in making his plans of course always 
plants those things that he thinks will bring him the greatest return 
as you wisely point out. When you have high, rigid guaranties on 
certain items he will plant more of those because he feels he cannot lose 
on those. It takes the risk out. On the others he will plant less, 
which has a tendency to throw his production out of balance and has 
tended to increase the acreage of soil-depleting crops and reduce the 
acreage of the soil-building crops. 








38 AGRICULTURAL OUTLOOK AND THE PRESIDENT’S FARM PROGRAM 


Senator HickENLOoPER. Just one question and then I am through, 
Mr. Chairman. 

Is it one of the underlying principles of this program, that is, broadly, 
that the flexibility of the parity formula, with its low limits and its up 
limits, and its discretionary powers, that the flexibility of the opera- 
tion of the parity formula is designed to bring the production of agri- 
culture more into a sound economic balance? 

Secretary Benson. That is true. That is correct. 

Senator HickENLooprer. And that it is hoped that it will be used 
to bring a more diversified production and therefore a greater total 
volume of price to the farmer if once the program is given an oppor- 
tunity to work? 

Secretary Benson. Yes, that is the objective. Over the long run 
it will do that, and give him adequate protection at the same time. 

Senator HickENLoopER. Thank you. 

The CHarrRMAN. Senator Hoey? 

Senator Horny. Mr. Secretary, I am interested in the practical 
application of a flexible support program. What limitations would 


you conceive should be provided as to this flexibility? Within what 
limits? 

Secretary Benson. The 1949 act, Senator, provides that the sup- 
port shall be set between 75 and 90 percent of parity. However, the 


Secretary has discretionary authority to go above 90 percent of parity 
if the occasion demands, if there is a need. So you might say he sets 
them between 75 and any upper limit. 

Senator Hory. Practically, in applying this, what would be your 
conception of when the parity price should be reduced? 

Secretary Benson. The parity level? 

Senator Hory. The price support level. 

Secretary Benson. I think, Senator, in the first place we would 
push to the limit the expansion of markets both at home and abroad. 
Then the support level would need to be at a level which would tend 
to keep the commodity moving into consumption. Otherwise, we 
would be 1ight back where we are now with these heavy accumulations 
of surpluses weighing down on the market. Eventually it would 
break the market because you cannot indefinitely hold prices above 
the le ‘vel created by sup ply and demand conditions. 

Senator Hoey. I realize, of course, that the solution of it would be 
if you could increase exports sufficiently to take care of a accumu- 
lated surpluses. But assuming that you would not be able to do that 
then at what time would these flexible support prices be announced 
with reference to the crop? You have estimates of how much you are 
going to have of cotton, wheat, and corn. When would the flexibility 
be announced as to the amount to be given in support? 

Secretary Benson. I think the law provides that the announce- 
ment will be made before planting time insofar as it is practical, s 
the farmer would know what to count on and gage his operations. 

Senator Hory. In other words, based on surplus on hand of a par- 
ticular crop, the Secretary of Agriculture would determine in advance 
of planting as to what the price support would be for that crop in the 
future? 

Secretary Benson. That is right. 

Senator Horny. That year, for instance? 

Secretary Benson. That is right. What the lower level would be. 
The price may go well above that. 
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Senator Hory. Do you believe, Mr. Secretary, that if an announce- 
ment were made, for instance, with reference to the price of cotton, on 
price support, and wheat or a crop like that, that that would deter 
the farmer from planting merely because the oo support had not 
been announced as ‘being as high as he would like to have it? Is it 
not the attitude and does not past experience xt that if the price—if 
the farmer contemplates he may not get a good price he will plant more 
because he needs to have more money? 

Secretary Benson. I do not think that follows, Senator, otherwise 
why would we guarantee a higher price in order to get greater pro- 
duction. Congress settled that, it seems to me. They offered high 
incentives in order to stimulate greater production. 

Senator Hory. That is when you are trying to increase production? 

Secretary Benson. Yes. 

Senator Hory. I am talking about when you have a surplus on 
hand and when the demand is down and when the farmer is notified 
in advance ‘“‘You are not going to have this high price support this 
year.”’ Would that not be a tendency for him to say “I have to 
plant more” if he were not restricted in acreage, ‘1 have to plant 
more in order to get more money because it will take more bales of 
cotton, more bushels of wheat.’”’ Has not experience demonstrated 
that if the price gets down, the production increases? 

Secretary Benson. No. 

Senator Horny. Because it takes more to do it? 

Secretary Benson. No, I don’t think the records will show that. 

Senator Hory. You do not think it is true 

Secretary Benson. No. He plants his available land to those 
commodities which he feels will give him greater return, naturally, 
and still maintain the fertility of the soil. wif he feels he will have a 
high support of 90 percent for a pe ‘riod of 2 or 3 years, the tendency 
is to go more and more into the items that are protected and throw 
his operations out of balance even to mine his soil if need be in order 
to make the maximum returns. 

Senator Horny. Do you think the flexible support price would tend 
to—the operation of it would tend to lessen control on production? 
In other words, for these crops, wheat and cotton, we have acreage 
production controls. 1 think we have to have it. I do not think it 
is practical to administer price supports on any high | asis unless you 
are going to have controls. If you put into effect flexible price sup- 
ports would that not tend to lessen control? Would that not be the 
policy? 

Secretary Benson. The tendency would be that there would be 
less need for controls, if you have some flexibility in the operation. 

Senator Horny. Let us take a practical application of it. Suppose 
you had this adopted. Next vear we are going to have a surplus. 
We already have a big surplus of cotton and this crop will not reduce it 
much. We will still have a big one. Will that, coupled with this 
announcement about the price support being lowered, would there be 
put into effect acreage controls to help reduce that surplus or would 
the farmers have a chance to plant all they want to? 

Secretary Benson. In the first place, Senator, coupled with the 
program provided for in the 1949 act would be this set-aside which |! 
have mentioned, of these present surpluses. 
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Senator Hory. I think that is a good idea and approve of it thor- 
oughly. I think that isa good move. Of course that would be largely 
temporary because it would take care of the immediate situation. 

Secretary Benson. That is right. It would take care of the im- 
mediate situation in order to give the new program an opportunity 
to operate. Without that, no new program would have a chance, in 
my judgment. 

Senator Hory. I was concerned about it and I want to say that I 
recognize your own good faith and earnest efforts about it, but I was 
concerned as to what that sort of policy will do, to sav to a farmer 
“Plant all you want here, the only thing we are going to do we are 
going to try to find a market forit. If we can’t, we are going to reduce 
the price support and you will know that you are not going to get 
this amount.” 

Secretary Benson. Under the 1949 act there is provision for 
acreage controls as well as flexibility and a support level. 

Senator Hory. I realize that. 

Secretary Benson. I would hope that under the flexible support 
provision that there would be a lesser need for acreage controls than 
under the present high, rigid supports. 

Senator Hory. I can understand that and of course that would be 
desirable if that could be brought about. 

eee Benson. I think it can be brought about. 

Senator Hozy. My own fear is that if the controls were removed, 
that vou are going to have a tremendous increase in the production 
and then you would have lower price supports under flexibility and 
you would have the farmer then getting a crop where he would go into 
the hole. I think concern about the farmers—that is true with 
reference to cotton farmers—is that over a pe ‘riod of years when they 
have had controls—I think controls should have been put into effect 
last year, and I think there would have been benefit if we had done 
that then and kept this 9 million bale surplus from arising—they feel 
that they got along fairly well under controls, controlled acreage, and 
price supports. They think it is an adventure to go out and surrender 
that, to put it on a flexible basis which means the more we get, the 
less price we are going to get. I think that is their concern princi- 
pally. I think they would welcome the idea that you have in mind 
if it could be worked out and made prac tical and sustained. But I 
think their concern is that they will have increased amounts, and 
lower prices, with price support being flexible, and instead of being 
able to profit by cultivating these crops they will still have the 
accumulated surplus on their hands and the price lower 

Secretary Benson. If there is not some provision for taking care of 
existing surpluses, Senator, and getting some flexibility in the support 
program, farmers are going to have lower prices anyway because we 
cannot possibly hold up the markets in view of the surpluses that are 
accumulating. 

Senator Hory. I agree with that. All we can do is reduce produc- 
tion by control. 

Secretary Benson. Which throws a lot of acres out of production 
and throws them into other crops and creates additional problems. 

Senator Horny. I realize that. Thank you. 

Senator Scuorppe.. Mr. Chairman, I would like to ask one question 
as to procedure and further matters before the committee. Is it the 
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intention of the chairman, since we are within 3 minutes of the time 
the Senate convenes and some of us no doubt feel that we have to be 
on the floor—to continue this or to work out some other method 
wherein we can get the opportunity for further questioning? 

The CuatrMan. We have five members of the committee present 
who have had no opportunity at all to discuss this with the Secretary, 

Senator Munpr. I suggest we run until 12:30, Mr. Chairman. 

The CHarrMan. It is the intention of the Chair to run on until 
12:30. I do not know how much time the other members will take. 
I would like to ask the Secretary a question. Is it not likely that 
with adequate peacetime application of the basic law, controls would 
not be in effect more than 1 year at a time? In other words, as soon 
as supplies begin to get out of line and they are to be brought back 
into line, there is less likelihood of controls running over a period of 
several years as now might be the case with wheat and cotton, unless 
there is some change in the law? 

Secretary Benson. Yes. I think a flexible program will tend to 
reduce to a minimum any acreage controls required. 

The CHarrMan. In which case the grower would be assured of 90 
percent or very nearly 90 percent year after year, so long as he kept 
supplies in line? 

Secretary Benson. Yes, sir. 

The CHAIRMAN. Senator Mundt? 

Senator Munpr. Mr. Secretary, let us get to the sheep country. I 
would like to ask some questions about wool. It seems to me that 
I detect some encouraging signs in your statement and the statement 
of the President about wool. Is it fair to conclude that the admin- 
istration has recognized the fact that wool is an essential product in 
time of war and that consequently you are going to take whatever 
steps are necessary to encourage our domestic production? 

Secretary Benson. That is my understanding, that that is the 
policy, and that is I believe the policy of the Congress, Senator. You 
set as a goal 360,000,000 pounds of domestically produced wools. 

Senator Munpr. And you will do so by encouraging adequate price 
supports to achieve that objective? 

Secretary Benson. We have proceeded on that basis. That is the 
objective and that is national policy, to produce this strategic fiber. 

Senator Munpr. And to do that you propose to do it by treating 
it like sugar as a separate item apart from other farm products? 

Secretary Benson. That is right. 

Senator Munpr. It seems to me we might be able to do salutary 
and helpful things to the wool industry if you do that, in lieu of the 
fact of the failure on the part of the authorities to take action in the 
tariff situation which also would correct it because, as you pointed 
out in earlier testimony last year, the imports of foreign wool have 
been hammering down the price the domestic producer receives. 

Secretary Benson. That is right. And our own production has 
been held in storage. We have 100 million pounds in storage now of 
domestically produced wool. 

Senator Munprt. So we are going to take wool and sugar and to- 
bacco out of the general farm program and treat them separately? 

Secretarv Benson. Right. 

Senator Munpr. Tobacco and sugar apparently are working out 
pretty well, and if wool can work out that satisfactorily that will be 
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at least one other happy spot in the agricultural picture. Now let 
us talk about the basic products of farming which occur out in let me 
call the farm belt, where you have cattle and hogs, oats and barley, 
and feed grains and corn. Your problems of diversification there are 
pretty serious because in a great section of the farm belt you cannot 
diversify very far. You cannot go to cotton and tobacco and tung 
oil and citrus fruits. You are pretty well limited to a small number. 

So that if the farmer is going to make a living in the farm area, in 
the State I represent, for example, and the State Senator Thye 
represents and the State Senator Young represents, he has to make it 
on a number of very limited products. I think there is a lot of merit 
to what Senator Hoey pointed out. In our area with low prices for 
products it means he has to stimulate his production feverishly to try 
to keep his family alive and to keep going because he has no chance to 
diversify, whether it is by acreage control or by ruinous prices, he 
cannot go into something like rice and cotton that he might go into. 

We are not raising an oversupply of rice. That would be wonderful 
if the corn farmer could go into rice but he cannot do that. He is 
stuck. Could you agree with me on this target as a farm program: 
that the farmers shvuid receive a fair and honest price, which I would 
call parity because if our agricultural statisticians are right parity 
should reflect a fair and honest price? The farmer should receive a 
fair and honest price for that portion of the production that is needed 
at home and abroad. 

We could start with that target in mind. 

Secretary Benson. Yes; 1 think we could. 

Senator Munpr. I do not think the farmers in the main, any of 
them, are asking for anything beyond that. They are not asking for a 
fair and honest price for products which cannot be used either at 
home or abroad. So we raise the question how do we get that fair 
and honest price and how do we keep the production within the 
necessities of what are needed at home and abroad? It can be done 
apparently in one of two ways. It can be done by the present program 
provided you meet the problem of controls as you meet it in tobacco. 
In the tobacco situation you do that by having adequate controls 
which do not accumulate a surplus beyond what can be used at home 
and abroad. Is that correct? 

Secretary Benson. Yes. 

Senator Munptr. So we might pursue, in legislative measures, 
methods and techniques for doing in other products like corn and 
cotton and small grains what we have done in tobacco. At least it 
has been done successfully there. Where it fails, and to the extent 
it fails, the Government assumes the re sponsibility and bears the cost. 
If we try some new approach such as you have in mind—flexible 
prices, dropping at least as low as a possibility of 75 percent—you 
expressed the hope and the belief that that program will also keep 
the farmer’s prices up. What concerns me about vour new proposal 
is this: You can like the old one, which if it fails means that the 
Government shores up the agricultural industry to keep it from 
collapsing; the new one, if it fails, the farmer holds the sack. He is 
the fellow who has to pay through the nose because the calculations of 
government were wrong. I do not think there is an element quite of 
justice in that. | would like to have you comment on it. 
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Secretary Benson. I do not think it necessarily follows, Senator 
What happens if the present program breaks down of its own weight 
through the accumulation of these surpluses? I think eventually 
the farmer will pay on that because, take for example wheat, today, 
while we have a 90 percent support, wheat is not selling at 90 percent 
of parity. 

Senator Munpt. The farmer can get 90 percent, can he not? 

Secretary Benson. He can get it provided he meets certain re- 
quirements and can find a place to store his wheat 

Senator Munpr. Where he can get storage facilities he can get it. 

Secretary Benson. We are reaching a point now where we are 
having difficulty finding a place to put any more farm products. As 
you know, we have subsidi’ed the construction of additional storage 
and we have gone the limit, really, even advancing payments for 
grain stored on the ground, as you know. 

Senator Munpr. You have done a wonderful job of living within 
the law. The point I am trying to make so we can get it clear is, if 
the farmer meets the full purview of the law, he gets his 90 percent 
and the Government, if the program is wrong, has to pay the difference. 
Is that correct? 

Secretary Benson. Of course, the Government cannot make the 
program work, Senator, if you reach the point where you have no 
more places to put the surpluses. Something has to give. 

Senator Munpr. That I grant. 

Secretary Benson. It will break of its own weight and the farmer 
will have no program. 

Senator Mt NDT. We have certain obligat ions that we have to meet, 


either through your theory or others. Now if the farmer lives up to 
the law and the law is wrong, and the program is faulty and it fails, 
the Government makes up the difference. Is that basically correct? 


Secretary Benson. The Government has made up the difference 
so far, but we are reaching the point now where the farmer cannot 
qualify because there is not storage space, therefore there is no place 
to put his wheat and he cannot qualify. 

Senator Munpt. Which is because we have failed to meet the 
problem of surpluses? 

Secretary Benson. That is right. 

Senator Munpt. I am talking about that. That has to be met by 
some method or other. We will grant that. Let us get back to the 
basic question. If the program is faulty now, if the farmer lives up 
to all the law, he is protected against having to pay for the mistakes 
of the law. Is that not correct? 

Secretary Benson. Yes. To a degree. Within limits. 

Senator Munpr. Within limits. Within your program, what 
worries me is that if the new program falls down and is faulty, if the 
isolation of the surplus and its disposal program and the missions 
abroad and the flexible program and everything else failed to produce 
these livable prices, these fair and honest prices, under that theory 
the farmer has to pay, not the Government 

Secretary Benson. Not necessarily. If the Government sets sup- 
ports at a certain level, say 75, 80, or 90 percent, the farmer cannot 
lose under that arrangement any more than he can under the present 
arrangement. 
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Senator Munpr. He loses the difference between 90 and 75 percent? 
Secretary Benson. I say assuming that the support were set at 85. 
Senator Munpr. Then he loses the difference between 85 and 90. 
Secretary Benson. He may or may not. 

Senator Munpr. To the extent that the program fails or does not 
keep the price up, at least, the burden of paying for the responsi- 
bility shifts to the farmer instead of the Government. If he lives 
under a Government program he has to do what the law says. 

Secretary Benson. He does now. 

Senator Munpt. At the present time if he does what the law says 
and the law is wrong the Government pays for its mistakes. Under 
your theory if he lives within the law and it does not work the Gov- 
ernment does not pay for it, the farmer pays for the Government’s 
mistake. That basically shifts the paying to the wrong side. 

Secretary Benson. I do not think so. I do not see the difference. 
Under the present program he is actually getting 82 at the 90-percent 
level. 

Senator Munpr. He gets 82 only if he does not live up to his 
obligations under the law. 

Secretary Benson. Under a flexible program if he lives under his 
obligations under the law as set, he gets the full benefits. 

Senator Munpr. It might be less. 

Secretary Benson. Yes. 

Senator Munpr. But under your program he will pay for the mis- 
takes of the Government if the program goes wrong. I think we 
must be sure in this program that it works, because when it works 
everybody is happy. The big question is what happens if the program 
fails. Who pays through the nose: The taxpayer, which is the 
Government, or the farmer, who after all is not responsible for the 
Government program. 

Secretary Benson. I think we will all pay for any program that 
fails. 

The CHarrMAN. Senator Holland, we are glad that you have arrived. 
You are the fourteenth member of this committee present today, 
with only one necessarily absent. It must be an interesting subject. 

Senator Hotitanp. Mr. Chairman, I am sorry that I could not be 
here up to now. I think the committee understands that the first 
meeting of the special committee to report suggested changes to the 
United Nations Charter, NATO and some other similar security 
agreements, was held this morning and that Secretary of State 
Dulles was testifving there. So I have been in the impossible situation 
of having to be present at two places at the same time or having to 
miss a portion of the testimony. I felt that this meeting would be 
much more largely attended, as is the case, by the committee members. 
It is a larger committee. I felt that the record would be much more 
apt to bring out the things in which I am vitally interested. 

I would like at this time to ask that I be passed over with the 
right to ask some questions after everyone else in the committee has 
concluded 

The CHarrMAN. Senator Anderson? 

Senator ANDERSON. Mr. Secretary, first of all I want to express 
the hope that we can work out some coordination of our figures to 
show what these programs have cost. 
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I know how very difficult it is to coordinate these. I have a figure 
which I requested from the Department on June 22, showing the 
cost not on farm programs alone but the whole agricultural program 
and it was some $12,911 million. One of the farm organizations got 
up a chart showing $13,711 million, and the chart that comes in this 
morning is $16,921 million. 

I wonder if it might not be well at some time to try to get your 
organization to sit down with members of the committee and see 
what these farm programs have cost. 

Secretary Benson. This last report, Senator of course the dates 
are a little different, which accounts for some variation—-this last 
report is our best effort, and our latest effort and it has been a rather 
comprehensive study. 

I think it represents our very best judgment on the matter. 

Senator ANDERSON. May I turn to the bottom of page 6 and the 
top of page 7. 

Senator Turk. Mr. Chairman, might I ask a question? 

The CHAIRMAN. Senator Thye 

Senator Ture. I| realize that I am trespassing, but all of this money 
involved here, does it not include the REA, the school lunch, the 
subsidy payments, which was a consumer’s payment rather than a 
charge against the program during the war years? 

Senator ANDERSON. I tried to say that in the beginning. 

Senator Tuyr. I think we would leave a false impression in the 
minds of the taxpayers if we said that $16 billion of this is charged to 
the farm program when it actually represents REA, school lunch, and 
subsidy payments to consumers. 

Senator ANDERSON. It does not represent REA at all 

Senator Youne. It includes Rural Electrification, Farmers’ Home 
Administration, Disaster Loans, and everything else; money that has 
been loaned for 20 or 25 vears. 

Senator Tuyr. The only reason I brought it up, Mr. Chairman, is 
because these questions have to be ironed out as there are too many 
things charged to the program that are not the farmers’ responsibility. 

Senator ANDERSON. That is exactly why I asked for the first figures 
I had been hearing figures of thirteen and fourteen billion dollars, while 
farm programs have cost very little money up to now as far as the loss 
on commodity credit operations are concerned. 

I was hopeful we might some day get a figure on what the losses of 
that program were, wholly aside from the cost of other programs not 
related to the farmer. 

Secretary Benson. This singles out the Commodity Credit stabili- 
zation operations separate from the overall costs. 

Senator ANDERSON. It comes out with a figure of $16 billion, which 
is- —— 

Secretary Benson. That is the overall figure, including many of the 
other programs. 

Senator ANDERSON. It is just what I would like to get rid of. I 
would take all the items out of there not related to the farm program, 
to see what a final figure might be. 

Senator Munpt. May I ask unanimous consent that the Secretary 
be instructed to bring in the figure that Senator Anderson is talking 
about. 
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What have these cost the farm program? 

The CHarrman. It does show cost of stabilization programs to be 
$7 510,400,000? 

Senator Munprt. Loss or investment? 

Secretary Benson. Cost. 

The CHAIRMAN. It is not past expenditures; it is future economy 
that we are concerned with. 

Senator THyr. That is the reason I asked the question. Now, you 
get to a figure of $7 billion that is directly charged to the program, 
whereas the first figure was $16 billion and it is very easy for the tax- 
payer to quote on the streets that we have paid out $16 billion out of 
the ae in support of the farmers’ program. 

The CHarrMAN. We have already put the entire chart in the record 
and you will find that approximately four or five billion dollars of that 
is the ACP pores am and other programs that are involved. 

»p. i? 

Senator a Again I say I do not believe it is $7 billion, 
either. That is why I think we ought to try to get together on a figure 
that many of us could subscribe to instead of having a figure that 
many of us challenge very, very seriously. 

Senator ELLENDER. Might it not be a good idea to have the figures 
on the basic commodities? 

I have had — presented to me to show that on the six basic 
commodities the Government has not lost a dime up to this moment. 

Senator ANpERSON. I would like to see those figures also because 
that is a matter of a little bit of how you keep the books. 

The CuarrMAN. I do not think we can get any accurate figures 
because we know that during a war certain corporations sold to the 
armed services at whatever price they saw fit to charge, having a 
monopoly of the commodity. So I do not think there is any such 
thing as an accurate figure. 

Let’s look ahead anyway and come as near as we can to getting the 
accurate figures of the past. If the Secretary can get any more 
accurate figures than he has, we ought to have them. 

Secretary Benson. If there are further refinements we can make, 
and any of you have suggestions, we will be glad to have them. We 
tried to spell out the whole costs. There are many loose figures 
being used over the country. This is an attempt to get the facts and 
to classify the funds according to use. 

Senator ELLenpeER. If it is possible let’s have them on basics and 
nonbasics, possibly each commodity. 

Secretary Benson. We will be able to do that, at least roughly. 

The CHarrMan. Senator Anderson? 

Senator ANDERSON. I have a chart here that purportedly shows 
some of those things. It does not satisfy me at all. I hope that some 
day we cau have a group together so we can all look at the same 
figures. 

Let’s go to the top of page 7. You say that some farmers are now 
receiving 113 percent of parity for hogs. A moment ago we had ¢ 
discussion about whether you were trying to get farmers 100 cereal 
of parity in the market place or whether you were trying to support 
things at 90 percent. 

You said what you were desiring was to get 100 percent in the 
market place. How do these farmers get 100 percent in the market 
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place? Does it not 40) back to the prev ious page W here you point out 
that they had a very unfavorable corn-hog ratio? Did the hog price 
not get as low as 76 percent of parity? 

Secretary Benson. Ses, it did at one time. 

Senator ANDERSON. In 1952. And you say that as a result of that 
farmers could get more for their corn by putting it on loan, than by 
feeding it. Therefore, there was a reduction in hog numbers. We 
come to the question of whether reductions do mean something in 
prices. 

As a result of that subsequently they got 120 percent of parity in 
the market place. Isn’t that the only hope the farmer has of getting 
100 percent or 110 percent in the market place? 

Secretary Benson. Over the long pull it certainly is. 

Senator ANDERSON. What would have happened if 90 percent sup- 
ports had been put on hogs when they got down to 76 percent? 
Would there be a reduction or increase in the numbers? 

Secretary Benson. There was some clamor for that. 

Senator ANDERSON. Would there have been a reduction? 

Secretary Benson. No, there would have been an increase, very 
definitely. 

Senator ANDERSON. Would that increase have brought the farmer 
120 percent in the market place? 

Secretary Benson. It probably would have brought a fiasco like 
potatoes did. The same would have been true on cattle if we had 
decided to support cattle. 

Senator ANDERSON. Surpluses bring fluctuations as well as the law, 
do they not? You have flexibility DY surplus s as well as flexibility 
by the agricultural acts. 


Wasn’t there some flexibility in wheat recently, even though there 
is a 90 percent statute on the books? 
Secretary Benson. It is 82 now. 


) 


Senator ANDERSON. It is 82 percent now? 

Secretary Benson. Yes. 

Senator ANDERSON. Isn’t that flexibility? 

Secretary Benson. That is right. 

Senator ANDERSON. Quite a little flexibility And with an 800 
million bushel carryover and no place to put the new crop coming in 
in May and so forth, might there not be still further flexibility? 

Secretary Benson. That is my fear, Senator, there will be, in spite 
of anything we do. 

Senator ANDERSON. If the Department of Agriculture d 


) 


g ire does not 
grant loans on wheat stored on city pavements and out in the open 
will there be still greater flexibility? 

Secretary Benson. Yes, there will. 

Senator ANDERSON. Has there been some danger in the support 
prices on wheat stored out in the open? We came through reasonably 
well on it but there have been some dangers, too. 

Secretary Benson. There is always danger when you store wheat 
without shelter. We have wheat in airport hangars, in boats on the 
Hudson, any place we can find a place to put it. 

Senator ANDErRsON. It has been stored on city pavements? 

Secretary Benson. That is right. 

Senator ANDERSON. With a little of the material they use to spray 
airplanes put on the top of it, which increases the moisture and gives 
you more hazard. It is a difficult problem. 
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Secretary Benson. Very difficult. 

Senator ANDERSON. Therefore, with what you referred to as 800 
million bushels—I do not want to use the figure—didn’t you predict 
an 800-million-bushel carryover? 

Secretary Benson. Yes, sir; that is the estimate. 

Senator ANDERSON. Do you recall how low the carryover got some 
years back? As low as 150 million bushels. 

Secretary Benson. One hundred and fifty to one hundred and 
sixty million. 

Senator ANDERSON. Eight hundred million bushels is quite an 
increase. 

Secretary Benson. About four times normal. 

Senator ANDERSON. Would we have some problem in storing it if 
we had a wheat crop this spring, with wheat coming on, to be harvested 
in the early summer, with an 800-million-bushel carryover? 

Secretary Benson. We have great fear that we are going to have 
trouble. 

Senator ANDERSON. Do you think it is possible for the Government 
to rush enough farm storage out to take care of all this extra crop 
that is coming in? 

Secretary Benson. I do not know what more we can do, unless we 
subsidize further storage to increase the storage available. 

Senator ANDERSON. So that surpluses bring about flexibility as well 
as the law. Let me ask you some questions with reference to your 
statement, particularly page 2, I believe. 

You say the farmers are getting 91 percent of parity for their 
products in December—this is page 2. 

Secretary Benson. Yes, sir. 

Senator ANDERSON. What were they getting in May 1941? I have 
the feeling that this is the same figure they got in May 1941. 

Secretary Benson. I do not have the exact figure here. It was 
around the same, I think. I could supply it. 

(The information is as follows:) 


Parity ratio 
May 1941 ‘ ao ‘ : a saa a . . 89 


December 1953__...______- ‘ : ; ere tae . ciahucana “ae 


Senator ANDERSON. It is about where we were prior to our entry in 
World War II? 

Secretary Benson. Yes, sir. 

Senator ANDERSON. Again on page 4 you said that the outlook now 
is that wheat exports during the current crop year will fall below those 
of 1952-53 which in turn were sharply down from the previous year. 

Do you think the crop is going to be reduced enough so that there 
will be any balance between production and consumption? 

Secretary Benson. Of course, we have not followed the formula in 
the acreage, you know. It would have provided for about 55 million 
acres but Congress increased it to 62 million, 

If we get normal weather conditions it is our feeling there will be 
some further addition to the present surplus, as a result of next year’s 
production, 

Senator ANDERSON. Over the years for 20 years or more, domestic 
consumption of wheat has stayed right at 500 million bushels for 
food, has it not? 
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Secretary Benson. Pretty close to that. However, our per capita 
consumption for food has decreased over the 40-year period from 
about 200 pounds per capita to about 130. But we have had an 
increase in the use. 

Senator ANDERSON. Due to population increase? 

Secretary Benson. Increase in population and some increase in 
livestock feed. 

Senator ANDERSON. So that take the wheat, looking at it for a 
period of 40 years, consumption stayed almost at exactly 500 million 
bushels? 

Secretary BENSON. Pretty close to that. 

Senator ANDERSON. Adding a small amount for feed and seed you 
could be pretty sure of adding to the surplus this year? 

Senator Munpr. That is domestic? 

Senator ANDERSON. That is domestic. And export is on its way 
down. 

Secretary Benson. Unless we should have some great emergency 
like a drought, which we hope we will not have again. 

Senator ANDERSON. Time is short. 1 do want to go into some of 
these things. I want to ask about the cotton situation because | did 
want to clear up some questions. 

I notice a newspaper story which indicated that you had wanted 
to hold to 18 million acres and the Senate had jumped it to 21 million 
acres. Asa matter of fact, you stated to the southern governors, did 
you not, that there should be some increase, and | commend you for 
saying that. 

I think there had to be a gradual stepping down of this cotton 
acreage. 

Secretary Benson. I felt that too abrupt, too great a change would 
result in a serious shock to the economy of the South 

W hile | recognize that if we are cong to hold th ; le veils whe re they 


are the acreage will have to come down, I felt th for the first year 
it ought to be near—lI later set the figure—nearer 21 million acres 
Senator ANDERSON. I wanted that statement, because this writer 


apparently had the impression that Congress was trving to override 
you in this matter 

Secretary Benson. The action Congress took was in line with our 
own recommendation. 

Senator ANDERSON. And | think a very good recommendation for 
the Department because I do think ac reage has to come down some- 
what gradually. 

Secretary Benson. Under this program, Senator, I think there is 
ample provision, in fact the President gave great emphasis to the 
question of a gradual transition without abrupt chang 

The CHAIRMAN. Senator Anderson, do you mind if I ask a question 
right there? Assuming that Congress just completely refuses to accept 
the President’s program, do you anticipate that further reductions in 
the acreage of wheat and cotton would be necessary next year 1n or ler 
to bring supplies anywhere near in line? 

Secretary Benson. Are you asking that of me? 

The CuarrMan. I am asking that of you. 

Secretary Benson. It is our best judgment that there will be 
reductions required. 
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The CuarrMan. I ask that because it fits in with Senator Anderson’s 
line of reasoning. 

Senator ANDERSON. Do you not think that under the present cir- 
cumstances if we hold to 90 percent rigid supports that wheat would 
have to come down to about 55 million acres, which is the minimum 
under the present law, and cotton to about 10 million bales, which 
is the minimum? 

Secretary Benson. Somewhere near that. We have estimated that 
wheat acreage may have to come down 30 percent from what it was 
last year, which would be down around 55 million. 

Senator ANpERSON. That is why I want to now ask you three 
questions with reference to this program. 

Page 7, the bottom of the page, you say you are hopeful that the 
Congress will give early consideration to a billion and three-quarters 
increase in CCC borrowing power. 

Should that come ahead of a consideration of what the farm program 
itself is going to be? 

Secretary Benson. Senator, we cannot wait very long on this, as 
you know. It would be ideal if the whole thing could be considered 
together and action taken simultaneously. We feel that the set-aside 
arrangement should be tied into action regarding the price level 
whether or not we go into a flexible program. 

On the additional borrowing authority we cannot wait very long. 
We may need some additional capital before we get through with this 
year’s commodities. They are coming under loan, as you know, all 
the time now. 

Senator AnpERsON. Do you think then that the Congress should 
take action on that request even though it may not complete action 
on the farm program? 

Secretary Benson. I think it is imperative that they do so. 

Senator ANDERSON. What about the second step, what about this 
set-aside? 

Secretary Brnson. I think the set-aside should be determined 
largely on what we do in this matter of getting some flexibility into 
the program. I think the two should be tied together without any 
question. 

Senator ANperson. Absolutely. Do you think there is any value 
in setting aside $24 billion worth of one surplus if at the same time 
we create another one? 

Secretary Benson. No, sir. 

Senator ANpERsSON. If there is no adjustment of the farm program, 
all we are doing is shifting this $2% billion to a reserve so it is not 
counted maybe against the future. 

Secretary Benson. That would be reserve A. That means we 
would start building up reserve B. 

Senator ANDERSON. And shift another $2% billion later to another 
reserve and trying to keep finding pockets. Can you store it all? 

Secretary Benson. I don’t know where, Senator. 

Senator ANpERSON. | do not know, either. I have the answer | 
wanted and the only answer I want further, and that is that you do 
believe that the adoption of some decision on the farm program, at 
the flexibility end, is tied directly to the question of the set-aside of 
$25 billion? 
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Secretary Benson. That is right 

Senator ANDERSON. I| cettainly could not agree with you more. | 
do not believe you should move on one until you have had agreement 
on the other. 

Secretary 3ENSON. | neree fully That is our feeling and the 
President shares that feeling, as he indicated in his message. 

Senator Younac. Senator Williams? 

Senator WiLLiAMs. Mr. Chairman, I am just wondering: It is 12:30 
now. Wouldn’t the Secretary rather come back at some future time 
because there are four of us remaining 

The CuarrMan. Let's leave it to the committee. 

Senator WiLuiaMs. | raised the point that some members who have 


questions have to get on the floor. I wondered if it would suit the 
Secretary to come back some other time I have no objection, myself, 


but I do not think it is fair to some other members. 

The CuarrMan. There are three of you 

Senator ANDERSON. Four. Senator Holland is here, also. 

The CHAIRMAN. Senator Welker was called out also. 

Senator HOLLAND. Senator Eastland is net here 

The CuarrMan. He will be here tomorrow. 

Senator WiiuraMs. We are dealing with a subject that is about as 
important as any we will deal with in this Congress. 

The CHatrMan. It seems that we should have more time for the 
Secretary to be questioned Nearly everyone who has had a chances 
to question him has been restricted in time. If he could come up 
tomorrow morning it seems like that would be a more satisfactory 
arrangement than it is to try to crowd 4 or 5 people into 2 minutes 

I know the Secretary has a committee waiting for him at his office 
right now and I do not know when he is voing to eat 

Secretary Benson. | am sure I can make an adjustment to come 
Mr. Chairman. 

The CuarrRMAN. Senator Ellender has a question which was handed 
him. We will go through that and then let’s recess until 10 o’clock 
tomorrow morning. 

Senator ELLenperR. After I interrogated the Secretary I received 
letter from Senator Maenuson raising a question in regard to the wool 
situation. It may be that by asking the question now, if you do not 
have the answer, you can provide it tomorrow morning. 

The letter is as follows [reading]: 

DEAR SENATOR: I understand the Secretary of Agr ture, the Honorable 
Ezra Benson, will be before your committee today to discuss the farm progran 


recommended to Congress by the administration 
In the President’s message on this s ibject a special type of program Was slg- 
gested for wool growers of the Nation 7 
You may remember that on 5 different occasions I Ave offeged al ndments to 
section 22 of the Agriculture Adjustment Act, aimed a ng the Tariff Cor 
mission more authority to deal with imports of agricultural commodities whe 


volume of such imports threatens to Jeo} ardize the price-support prograt I 
latest effort in this direction took place in the last sess of Cong 
Reciprocal Trade Agreements Act was up for extensior 

In the debate on this amendment, which took place July 2, 1953, there was con- 
siderable discussion by the proponents about the wool situation My amendment 
was finally defeated and a substitute offered by Senator Cordon of Oregor g 
adopted. In part, the defeat of my amendment was attributable to promises 
made with respect to wool by the administration Those promises were relaved 


to the Senate by Mr. Millikin of Colorado. On page 8141 of the Record for July 
2, the following colloquy appears: 
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“Mr. Hunt. Mr. President, will the distinguished chairman of the committee 
be kind enough to restate the promise or the commitment made with reference 
to wool? 

“Mr. MiuiiKkin. I should be very glad to do so. The Secretary of Agriculture 
has informed me that he has requested the President to instruct the Tariff Com- 
mission promptly to institute an investigation in connection with wool, under 
section 22 of the Agricultural Adjustment Act 

“The White House informs me—and has said that I might disclose the fact—that 
early next week the President will instruct the Tariff Commission to make that 
investigation for the current wool vear, and that the President will also bring the 
whole wool problem before the Economic Commission which is provided for in 
the pendi g bill 

“The President believes there are some basic things, not fully answered by sec- 
tion 22 action, which are troubling the wool industry, and he hopes for some con- 
structive suggestions along that line 

“Mr. Hunt. Mr. President, I thank the distinguished chairman of the com- 
mittee for repeating that statement. I also wish to express the appreciation cf 
the wool growers of Wyoming to the President for the immediate action he 
promises to take.” : 

\t an appropriate time in the committee hearing, I wonder if you would be 
good enough to ask Mr. Benson—what action, if any, in behalf of the wool growers 
has been taken by the administration since this promise was given. 


The Cordon substitute gave the President authority ‘“‘to take immediate 
actio inder this section without awaiting recommendation of the Tariff Com- 
MASSIOr It seems reasonable and pertinent that the Secretary should explain 


to the committee what use he has made of the present law. 

he Senator from Utah, Mr. Watkins, stated in the July 2 debate on page 8143 
that a survey of ‘‘five typical sheep outfits showed that last year there was a loss 
of $5.31 per head in the operation. That was mainly because of the failure to 
sell the wool at an adequate price or, in fact, to sell it at all.”’ 


In that situation the Senator from Oregon can understand that we are interested 





in knowing whether that is the kind of emergency which can be taken care of 
nder this amendment. 
Mr. Corpon. It can be there is no questior 
Would vou be good enough to interrozate the Secretary of Agriculture on this 


point? ‘Thank you and kindest personal regards 
WARREN G. MAGNUSON, 
United States Senator. 


Can you answer that question? 
Secretary Benson. I think the President has made the request of 
the Tariff Commission, Senator, and the study is under way. I am 


not sure it has been finished. I have seen no results. They would 
report to the President of course. 

The study is underway. I am sure they were directed to make the 
study. 

Senator ELLENDER. I am going to place this letter in the record in 
full | wonder if you would be cood enough to look it over again 


and if you can, give us a full answer, something that you can give 
the committee, that will be responsive to the question. 

Secretary Benson. May I have the letter? 

The CuHarrMan, Without objection the letter will be made a part 
of the record. 

Statement filed by the Department of Agriculture:) 


SectTION 22 Action oN Woot 


Yesterday morning, just before adjournment, Senator Ellender referred to a 
letter addressed to him by Senator Magnuson asking what action had been taken 
on behalf of the wool growers since the Senate debate referred to in Senator 
Magnuson’s letter which had taken place on July 2, 1953. The debate referred 
to was in connection with H. R. 5495, a bill to extend the Trade Agreements Act. 
The bill had been passed by the House on June 15 and was passed by the Senate 
with certain amendments on suly 2 It was approved by the President on August 
7 and became the Trade Agreements Extension Act of 1953 (Public Law 215, 83d 


> 


AGRICULTURAL OUTLOOK AND THE PRESIDENT FARM PROGRAM 53 


7p 


Cong Section 104 of that t led sect 22 of t Agr Adjust- 
ment Act to authorize the Pr ient ‘ fied by t ~ ’ fA 
that a condition existed requir em re} ty t t ft F tion 
under section 22 without aw t ot ree Y lot f e Tariff ¢ , 
Anv such action would continu ffect p 
of the Tariff Commission and yn thereo { Pr 1 

As announced by Senator Millik the debate. the President ilv 9 
directed the Tariff Commissio to lert t 1 
section 22 On July 10 ¢t Tariff Ce } otis 
instituted Investigation No. 8 ler section 22 
whether sheep’s wool dutiabl r paragraphs 1101 und 1102 
Act of 1930, carbon 1 wo ot t eep dital ropa ’ 1106 of 
Tariff Act of 1930 or | ) ps d by] ley i paragral 10¢ 
being, or are practically cert t ) rY rt | 1 Stat i ler 
conditions and it ich qu tities as t ler rf ] randey ef] $ ane 
materially interfere wi the ort progr lertaken | 
States Depart ent of Agr I pec r 
the amount of products processed he United St ' lome 





\ public | 


earing was held in this investigation on August 31, September 1, and 


September 2, 1953, at which testi we resent n beha ff the Department 
of Avriculture and other parti Both at e hear i. 
the Commission o1 Septem er 14, the Department Agriculture rece 1 
the imposition of an import fee on wool and we 

After the institution of invest tion > & bv t Tariff Com t 
Department received several letters urging t Let 
pursuant to the above-mentioned section 4 of the le Agreements | 
Act of 1953 With the Tariff Com Si ll re the yey 
ment felt it inappropriate to ask the Pr ent te t ‘ e emet! 
genev restrictions on wool import According] Baud wees oe 


President that he take action at that t 
) 


On November 23, 1953, we filed a su t t 
Commission for the purpose « fir t Department Osi that 
22 action should be taken to protect the Departt rt y 

The Tariff Commission still has the t 1 { ( ti it 
that the Commission will make a re rtint re 


For subseque nt discussion, sé p. 108 

The CuairMan. Before we recess the Chair uuld like to state that 
after tomorrow there does not seem to be : chan to continue ith 
any discussion on the price-sup] 
next wee k we do hope to take up t 
in the borrowing authority of the Commodity Credit Corporation to 
$84 billion. 


We hope that the following week it may be possible, although wi 
are not sure of it, to consider legislation relating to a wool program 
It would appear best to take the wool program up separately becaus 
it is an incentive program, whereas on the other commodities we are 


dealing with surpluses. 

By that time we hope the proposals on set asides and price supports 
in general are ready so we can take them up immediately following 
the wool hearings. | hope we can conclud: th ene ral hearings in 
about a month’s time so that we will be ready to reach a decision on 
what to do about it by around the Ist of March 

We want to vet this legislation complet d as far as possible before 
we get involved in agricultural appropriations 

I think we ean do it. We will recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 12:35 p. m., the committee adjourned, to reconvene 
at 10 a. m. Tuesday, January 19, 1954 
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TUESDAY, JANUARY 19, 1954 


Unirep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m. in room 
324, Senate Office Building, Senator George D. Aiken (chairman 

Present: Senators Aiken (chairman), Young (presiding), Thye, 
Mundt, Williams, Schoeppel, Welker, Ellender, Hoey, Johnston, 
Holland, Anderson, and Clements. 

Senator Youna. The committee will please come to order. 

Mr. Secretary, we are very happy to have you here with us again 
this morning. If it is agreeable with the committee we will start 
where we left off yesterday, 

Senator Williams, I believe you are the next one to ask questions. 

Senator WiiuiAMs. Mr. Secretary, first I would like to say that as 
one member of the committee I am in agreement with you that we 
should put flexible supports into effect as promptly as_ possible. 
Sut 1 would like to direct a question to you with reference to your 
statement on page 4 in which you request an additional borrowing 
authority of $1%% billion. About how much of that do you think it 
will take to carry vou over the 1953 crop vear? 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF 
AGRICULTURE—Resumed 


Secretary Benson. If I may, I would like to refer that question 
to Mr. Howard Gordon, President of the Commodity Credit Corpora- 
tion. He can give, I think, a more accurate estimate than I and it 


will only be an estimate, of course. 


STATEMENT OF HOWARD H. GORDON, PRESIDENT, COMMODITY 
CREDIT CORPORATION, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Gorpon. I am sorry I did not hear the question. 

Senator WintuiAMs. You are asking for $1% billion increase in 
borrowing authority. You state that there is a possibility that vou 
may need part of that in March and April to take care of the 1953 
crops. 

Mr. Gorpvon. That is right. 

Senator Wiiuiams. About how much do you think you would need 
to take care of those crops and what crops are involved? 
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Mr. Gorvon. If you had asked me that question yesterday I could 
have given you the exact figures on it. It is anticipated that as of 
February we will have outstanding obligations of about $6.7 billion. 
You see that is within $50 million of the maximum borrowing au- 
thority. The crops that are involved, of course, are the continued 
loans on your grains, which are still eligible for loan, you see, soybeans, 
and I think cotton is still eligible to be put on loans, and those are the 
principal crops. The probable amount, as I remember, from the 
figures I had yesterday and which I expect to present on Monday to 
the committee, was somewhere between $200 million and $300 million 
additional amount of money 

Senator WiiuraMs. In other words, you could get by with $200 mil- 
lion or $300 million until the next crop year? 

Mr. Gorpon. It is possible that we could, Senator. But you want 
to remember that there is considerable risk involved; that we have 
outstanding now, with private lending institutions, well over a billion 
dollars in certificates and that sort of thing, which they could become 
very uneasy about if we were pressing too hard on the borrowing au- 
thority, and that this would not mean we would use any more money. 
That is controlled, of course, by legislation. 

Senator Wiiirams. From whom did you borrow this money? 

Mr. Gorpon. It is borrowed through private banks. 

Senator Wititrams. You borrow it from private banks? 

Mr. Gorvon. In other words, we ‘ol them certificates, 

Senator Wriiirams. Has that always been the custom of the Com- 
gn if Credit Corporation? 

Mr. Gorpon. To some extent but not to the extent that it is 
being used at the present time. 

Senator WiiurAMs. To what extent are you using that today? 

Mr. Gorpon. $1,300 million is the figure that I remember. 

Senator Wiitu1ams. That you borrowed? 

Mr. Gorpon. Yes, sir. 

Senator Wiiturams. Has that been borrowed 

Mr. Gornon. There have been three offermgs. One some 2 or 3 
months ago and 2 subsequent ones, and each one of them has been 
oversubscribed substantially. 

Senator Wiiu1Ams. What rate of interest are you paying? 

Mr. Gorpon. The first was 2%, the next was 2%. 

Senator WruuiaMs. I understood that you started this about 2 or 3 
months ago‘ 

Mr. Gorpon. Yes. 

Senator WiiuiAMs. Prior to that where did you borrow? 

Mr. Gorpon. The banks handled part of it and the balance was 
from the Treasury. 

Senator Wirit1amMs. Where you borrow it from the outside such as 
you did in the last 2 or 3 months, you can get around the so-called 
debt ceiling set up by Congress? 

Mr. Gorpvon. Well, of course the purpose was to relieve that situa- 
tion to the extent possible. 

Senator WiiuiaMs. That was the purpose, to get around the debt 
ceiling. Would you have any objection to having incorporated into 
any authorization that the committee decided to give, that joint 
borrowings must be within the overall total of the national debt? 

Mr. Gorpon. Let me see if I understand that. 
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Senator WiuuiaAMs. It is an obligation of the United States Gov- 
ernment? 

Mr. Gorpon. Yes, sir. 

Senator Wiutu1aMs. Why should it not be included in the $275 or 
$290 billion ceiling of the national debt? In other words, is there any- 
thing that would preclude you from siphoning the whole $6 or $8 
billion in private channels under existing law? 

Mr. Gorpon. | suppose not. 

Senator Wiiuiams. And repay the Treasury 

Mr. Gorpvon. The banks were interested to that extent 

Senator WiuuiAms. | think the banks, if the Government were 
guaranteeing it, would continue to buy these certificates. 

Mr. Gorpon. Depe nding on the money market, of course 

Senator Wiiiiams. They would buy them just as quickly from 
you as they would from the Treasury; would they not? 

Mr. GORDON. Oh, ves. 


Senator WiutuiAMs. We have the situation where now two executive 
agencies are borrowing money independently of each other. Con- 
gress has to take both of them into consideration when we figure that 


we have a $275 billion ceiling on the national debt 
Secretary BENSON. May l add to what Mr. Gordon has said: this 
is largely a matter of Treasury policy. They handle the loaning and 
this arrangement with the bank was worked out by them and not by 
the Department of Agriculture. 1 presume you understand that. 
Senator WiiutAMs. Yes, | think I do. It was worked out with 


Treasury for the purpose of getting around the ceiling on the national 
debt, was it not? Is that not the primary reason for it? 
Secretary Benson. I do not know what their reason was but we 


did not participate in any discussion about the national debt in 
connection with the operation of the CCC 

Senator WiiuraMs. Assuming that that was not the motive behind 
the decision then there would be no objection on the part of either 
to write in a provision that it must be included. 

Secretary Benson. I could not speak for the Treasury. 

Senator WiutiiAMs. You would have no objection to it? 

Secretary Benson. I could see no objection to it. Could you? 

Mr. Gorvon. No, sir. 

Secretary Benson. We are always in favor of having the facts 
presented to the people. 

Senator WiuuiaMs. Do you not think it would be better from the 
standpoint of Congress and all concerned if we did keep all of our 
borrowing authority under one agency of the Government as it has 
been in the past? 

Mr. Gorvon. Of course this is supervised by Treasury. We work 
very closely with them. 

Senator WILLIAMS. Except if it is used as a vehicle to artifi ially 
increase the ceiling on the national debt by 5, 6, or 8 billion dollars, 
it has no advantages. 

Mr. Gorpon. I am not sure it does not have some advantages. 
Assuming that the interest rate were comparable, more of this can 
be kept in the private lending agencies and the better off everybody is. 

Senator WiiuiAMs. If it is good in part why not do it in its entirety? 
If we go to the other extreme and say that you must borrow all your 
money from private lending agencies, how are you going to work the 
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cancellation? Will they cancel like the Treasury? It just will not 
work in private lending agencies. Is that not a fact? 

Mr. Gorpon. | think there is a limit to how far we can go with it 
anvhow. I would doubt very seriously if you would be likely to get 
over a billion and a half or two billion dollars in this manner. I think 
it has gone about as far as it is likely to go. 

Senator WituraMs. I am inclined to agree with you but maybe for 
different reasons. In this borrowing authority you state you need an 
extra $1°%4 billion? 

Mr. Gorpon. Yes, sir. 

Senator Wiitu1ams. What difference do you think would be in the 
requirements, the cost of the program, if we accept your recommended 
flexible formula as to what it would be if continued at 90 percent? 
You think 90 percent would be more expensive, I presume? 

Mr. Gorvon. Yes, but I do not think we have developed any figures 
to give that sort of comparison. Our figures indicate this, Senator: 
there is a possibility that we would have to come back in 1955 for 
additional money even if we get this $1%4 billion. 

Senator WiituraMs. Mr. Secretary, in addition to getting this in- 
cluded in the figures with the national debt which I think is very 
important because I do not think very many of us in Congress under- 
stood that it could be used as a means of increasing it, would it not be 
advisable to just give an increase at this time to four or five hundred. 
This would give you a safe working capital, and at the same time wi 
could tie the rest of the increase with whatever bill would be voted 
out of this committee. I think to a large extent our actions on your 
farm recommendations or rejections of them and then acceptance of 90 
percent would determine the cost of the program. I wonder if it 
would not be more appropriate to put the price tag of the program 
with the bill to be reported out later by the committee. 

Secretary Benson. Of course we would certainly need an adequate 
margin for safety, Senator, and I am sure the committee would want 
to provide that. There are 2 or 3 uncertainties in it. We cannot 
predict, as Mr. Gordon has indicated, definitely what amount would 
be required. In the first place we do not know the size of the 1954 
crop. Neither do we know what action the farmers will take in 
permitting their supported crops to go under loan. We assume, of 
course, that if the present levels are continued that there will be a 
very sizable portion of the crop go under loan, and if the levels are 
higher there will be a tendency for more of it to go under which will 
cost the Government more, of course, and will require more capital 
from CCC. As he points out, we now have about $5% billion obli- 
gated and estimate that by the end of this present crop year when the 
commodities that are now moving under get under we will have in the 
neighborhood of $6% billion or better already obligated out of the 
$6%, billion capital. 

Senator Wriitams. Until what date are you committed now to 
support the price of butter and dairy products at 90 percent? 

Mr. Gorpon. March 31. 

Secretary Benson. The new marketing year starts April 1. 

Senator WiiuiamMs. What are your plans effective next year for 
that year? 

Secretary Benson. We have not firmed up any decision. We hope 
to do so within the next few days. 


AGRICULTURAL OUTLOOK AND THE YRESIDENT’S FARM PROGRAM 59 


Senator Wiiu1AMms. Do you not think that it would be well for us to 
arrive at that decision because your decision upon the support level 
will determine to a large extent the amount of money that vou are 
going to need? ; 

Secretary Benson. Yes, I agree. 

Senator WriuiAMs. By several hundred million dollars. 

Mr. Gorpon. Not by any such figure as that. 

Senator Wiiuiams. How much has your program cost you this 
year? 

Secretary Benson. On dairy products alone? 

Senator WiiuiAMs. Yes. 

Mr. Gorpvon. | think the testimony yesterday shows something 
around $200 million. ; 

Senator Youne. I think, if Senator Williams would not mind an 
interruption, the Secretary should also indicate what liquidation you 
expect of these loans. There will be some withdrawals of grains, some 
paid up loans, and so on. 

Mr. Gorpon. Yes, it fluctuates constantly. The peak is in 
February of each year. 

Secretary Benson. As of January 6 we had obligated, CCC 
funds—we had inventories of dairy products of about $350 million. 

Senator Witut1ams. How much have you lost on dairy products 
during the past 12 months? When I say “lost’’ I do not mean as it is 
reported on that record. I mean how much have you lost from the 
standpoint of the taxpayer and whether it is charged to this program, 


that, or some other program, is immaterial. The overall cost of the 
program is the answer. 

Secretary Benson. I do not know that we could give you that 
figure accurately this morning. ‘There will be substantial losses, we 


know that, because the stuff will have to move into channels of con- 
sumption eventually. We have the problem right now of moving it. 
No doubt a lot of it will have to be moved at a substantial loss 

Senator WiiuramMs. Would you go along with the theory that the 
cost of the program should be paid for by direct appropriations of 
Congress, so that we could put a price tag on them, open and above 
board, so that all of us could understand, rather than through the 
back door payment method of debt cancellation? 

Secretary Benson. I have always felt in fairness to the people 
_ provide the funds, which are the taxpayers, they ought to see 
arly where the money is coming from and what it is used for. 
“Senator W ILLIAMS. Would you support a provision to the increased 
borrowing authority along those lines so that the debt could only be 
discharged by direct appropriation to the Congress to offset losses 

and to repeal the debt cancellation provision? 

Secretary Benson. I have not given a great deal of thought to that 
phase of it, Senator, but it would seem to be reasonable to me offhand. 

Mr. Gorpon. It has been my understanding that the decision as 
to which method was pursued has always been Congress’ decision, 
that we have not entered into that. 

Secretary Benson. Congress and Treasury policy 

Senator WiiuiaMs. That is true. I wondered if vou would make 
a recommendation. We usually ask for recommendations. 

Mr. Gorpon. It is immaterial to us which method is pursued. 

Senator WituiaMs. In your program you have outlined that you 
are planning to use about a billion dollars’ worth of commodities for 
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our foreign-aid program. I was reading in the paper last night one 
article that described that as an outright gift of a billion dollars, and 
another one saying that it would be a sale at a reduced price. Just 
what were the plans? 

Secretary Benson. I do not know that the details of the plan have 
been firmed up. Some no doubt would be gifts. Some we hope 
would be sales. The plan would be to move it, of course, outside of 
regular channels so as not to disrupt the existing markets either at 
home or abroad. This announcement which the President authorized 
us to make yesterday and which will be set forth probably more fully 
in his budget message is the first step in the direction of the use of 
that $2 billion that he proposed as a set-aside on the surplus com- 
modities. It would be part of it 

Senator Wiiuiams. Again I assume you would have no objections 
if Congress accepted that feature, to us writing into the bill in such a 
wavy that when it is paid for whatever loss is sustained would be open 
and aboveboard? 

Secretary Benson. I think we should never cover up the facts, 
omenator. 

Senator Wriuiams. I agree with you. I will not take up too much 
time. I have just one more question to ask the secretary. 

In reference to supporting the different commodities do you not 
think that we must always take into consideration the fact that when 
the Department of Agriculture moves in to support one commodity 
at a fixed level, whether it be at a high level or low level, that the re- 
lated commodity is affected adversely? 

Secretary Benson. I think generally speaking that is probably 
true. It shifts the responsibility to other commodities. For ex- 
ample, now we have about $2 billion of this $54 billion that is tied 
up in one single commodity, wheat. And of course if we cut back 
the acreage on wheat then the responsibility or the weight of that 
decision is passed on to other commodities. 

Senator WiiuirAMs. I was thinking more on your meat program 
recently. I know I was discussing it with you at the time that you 
first put it into effect, and the danger of upsetting the law of supply 
and demand as related to other related commodities, poultry work and 

forth. I have seen many letters from various officials connected 
with the industry, particularly poultry, advising that they are now 
getting cancellations of orders from different State institutions, 
because they can get so much free beef. I am just wondering if 
you do not recognize that as you help one commodity by distributing 
it free, whether it be through the school lunch program or whatever 
program it might be—at the same time you are destroying the market 
for the other farmers who are producing a competitive product. 

Secretary Benson. The question of maintaining the proper balance 
and being fair to all commodity groups, of course, is a very delicate 
one and difficult one. We try to do that because the same help we 
have extended to the beef cattle people this year could, under similar 
circumstances, be extended to the poultry group. We have section 
32 funds to move poultry products at certain times. There is flex- 
ibility, of course. I think what you say is largely true. If you go 
too far in one direction you may affect adversely certain other 
competing products. 
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Senator WiLLIAMs. You said you have section 32 funds for poultry. 

do not think you have for meat-type poultry. i 

Secretary Benson. We have for turkeys. I think not for the meat- 
type chickens—not for broilers as yet. 

Senator WILLIAMS. Again as you supported turkeys, by the same 
token, and distributed those free to these institutions, they stopped 
the purchase of poultry. If you helped poultry you stopped the 
purchase of turkeys. You upset the whole balance of supply and 
demand. 

As I understood it, section 32 was to help those industries which 
were demoralized and not so much those industries which had the 
most political support. I think you agree with me that some of the 
industries that have been hurt the worst in the markets recently 
have a record of never having had any recognition at all as far as the 
Department of Agriculture is concerned. ls that not correct? 

Secretary Benson. If you mean by “recognition” the purchase of 
their commodities, we try to serve them all, of course. We try 
not to make our decisions because of the relative political importance 
of the commodities but rather the need of the various commodities, 
and the funds of course that we have available under the restrictions 
which the Congress has set up for the use of those funds. 

Senator WitirAMs. Of course your predecessor operated on that 
theory that they did not think a broiler was a chicken. We never 
did get them to describe just what kind of a freak it was. 

Mr. Gorpvon. Is it not true that the broiler producers themselves 
have been opposed to price supports? 

Senator WituiAMs. Positively. They are not asking for price sup- 
ports now. But they are equ: ally op posed to their money as taxpayers 
being taken for the pure ‘thasing of these other competitive products 
and which in turn are distributed to their customers free of charge, 
thus losing their markets. That is the point that I am trying to bring 
out to you. I think that the Department should agree that they have 
a responsibility not to take advantage of that situation and upset 
their formulas of supply and demand 

secretary Benson. | think we do have an obligation, Senator. We 
recognize it. We hope that we will always try to be fair to each group. 
In the case of the beef-cattle situation which we have—and by the 
way that purchase has tapered off to practically nothing now—we do 
feel that the program which we recommended and which was recom- 
mended to the industry was a sound and safe method of meeting that 
rather serious situation we had in beef cattle. We think it has been 
handled rather effectively. We think the aes now is on a pretty 
sound footing and it has prevented, we think, in large measure the 
further increase in livestock numbers and we collar that we are over 
the hump. 

Senator WituiaMs. I think your program is sound, as I explained 
to you that day. I thought you made a wise decision and I supported 
it. At the same time we have to give consid ration that in so — 
you do upset the relationship of ‘other commodities and it put 
responsibility on the Department to take that into consideration as 
you make allocations for your distribution in the programs. We 
should recognize that the poultry industry is in trouble today. 

Secretary Benson. We have many serious responsibilities on the 
program. It is very difficult for us, of course, to meet all of those 

43244-—54 5 








62 AGRICULTURAL OUTLOOK AND THE PRESIDENT’S FARM PROGRAM 


obligations and to the complete satisfaction of everyone. We are 
doing the very best we can, of course, and I appreciate your questions. 

Mr. Gorpon. May I answer the Senator’s question directly? 

Senator Youna. Yes. 

Mr. Gorpon. The authorization this year runs to the direct ap- 
propriation. I assume that would be the method unless Congress 
sees fit to go the cancellation route. Answering your other question 
specifically, we would prefer to go ahead with the increase in capital 
at this time to $8% billion—increased borrowing authority to $8% 
billion. We feel it advisable because of all the things we foresee and 
would rather approach it from that angle. 

Senator Young. Senator Holland, I believe you were the next Sen- 
ator to ask questions, or should it be Senator Schoeppel? Would you 
mind if I take a half minute? I do not think we should let the record 
stand quite as itis. We have been talking about subsidies and aids 
to agriculture, and I think at the same time we ought to have some 
comparison of similar aids to dustry. I would like to have inserted 
in the record at this point some figures prepared by the Library of 
Congress on subsidies to agriculture and other segments of our 
economy. 

The Bureau of the Budget lists for 1954, our present budget, $520 
million for agriculture. ‘That mecludes the International Wheat Agree- 
ment, the Sugar Act, and the price-support program and practically 
everything. 

To business it lists $1,063 million in subsidies this year, or about 
double what agriculture is receiving. At this point I would like to 
have all of this information inserted in the record. 

(The matter referred to is as follows:) 


Current ex pe nses for aids and special services (subsidies) ! 
[Fiscal years. In millions] 
152 actual 1953 estimate | 1954 estimate 
Agriculture $463 $547 $52 
Busine 1,041 1, 018 1, 063 
Labor 200 206 222 
Homeowners and tenants 129 —123 132 
Veteran 4,710 4,411 4,445 
International aids 
Civi 4, 596 5, 58¢ 7, 444 
Military services | 30) Th 
Other aids and special services 1, 364 1, 530 Ea 
rotal, current expenses for aids and special service } 12, 246 13, 205 15, 194 
| | 
! Source: The Budget for Fiscal Year, 1954, supplementary tables and explanatory analyses, Washington, 
U. 8. Government Printing Office, 1953, p. 1101-1102 (83d Cong., Ist sess. House Document No. 16 
Agriculture.—Current expenses predominantly for the benefit of farmers consist 


chietly of losses realized on the price-support program, expenses of the Inter- 
national Wheat Agreement, Sugar Act payments, payments for removal of surplus 
commodities, and administrative expenses of loan programs and other aids to 
farmers. . 

Business.—The major types of current Federal expenditures primarily benefiting 
business enterprises are the portions of the postal deficits arising from airmail and 
second-, third-, and fourth-class mail; maritime operating subsidies and naviga- 
tion and other aids to the shipping industry; various aids to air navigation; and 
the net losses accruing on defense production aids. . 

Labo The largest Federal expenditure in the field of aids to labor is for the 
Federal-State program of unemployment insurance and public employment offices, 
in which the Federal Department of Labor makes grants to the States to cover the 





eee Pa 


er er a 


vem 


egg RenCmIE. 





AGRICULTURAL OUTLOOK AND THE PRESIDENT’S FARM PROGRAM 63 





full cost of administering these services Also, in tl ategory is the he-sate 
work of the Bureau of Mines 

Hlame owners and tenants > net Wh eipt [ro nsurance of I a 
and savings and loan share accounts, as well as fro ortgag r i and 
other housing loan prograins exceed all current budge expenalture ror ( 
by over $100 million in all 3 years von 

Veterans In 1954, more that alf of the irre penditures r a 
veterans are for compensation and pe ons 

International aids All except $181 million of tl 87.544 
expenditures for international aids in the fiscal vear 1954 will be f tua 
security program. The great bulk of the mut st \ pend is 
as of the sharp increase fro 1953 to 1954 is | I ast 
for our allies 

Other aids and special services Many other Federal prograr rive rre 
expenditures for aids and special services providing major benefits 
one of the above groups or for other gr ps L} t porta 
penditures are grants to help provide pul assistance t i, includ 
the aged, the blind, the permar v and totally disabled, and 
Other major programs include grants to help fina 
hospital operation and medical care by the Pul He se reas 
expenditures for various aids to Indians 

Postal subsidies: Postmaster General S erfield 1 1 
increase in second and t rd la postal rate I l ( | “ 
News & World Report 

Che total I last saw for all subsidies paid for the price support progra 

farmers since | 133 was omething | ( $752 mii ) t AS ft LOS na ill 
second class mail (newspapers and magazines) for t $2 | od ha ‘ 
$2,400 million.” 

Farmers’ most used postal services (first class and par post) are 
or will be October | when a new parcel post rate set | [Interstate ( Cr 
Commission goes into effect, Summerfield told the House Post Offies ‘ 
Losses are on second and third class mail 

Here’s his breakdown on losses the last quart f 1952 for 10 maga 
newspapers, as given in House hearings on H. R. 6052 
Life $1, 2 $3, 424, OOF $ 
Saturday Evening Post 6x ( 2 391.00 : ” 
Ladies Home Journal 2 ‘ 623. OOK 108. O00 
Collier’ 86, 0) 1, ¢ wo : (i 
Reader’s Digest rar 1; 051, 000 117, 00 
Chicago Tribune__. +, OOF f WH $47, 000 
New York Times ( (M 
Detroit Free Pre “ ‘ x OOO 
St. Louis Post-Dispatch 7, OOM l l (K 
Los An eles limes o e e 24, VU , " { M 


Secretary Benson. Mr. Chairman, if it please you and the commit 
tee, I would like to suggest at this point, i 

had vesterday ou the cost of the program, could we ask Mr. Wheele1 
in charge of our Office of Budget and Finance, to make a brief explana- 
tion of the study that was made in the Department? I think it 
would clarify the air a little. There was some confusion yesterday. 
He checked the figures further last night and ts prepared to make a 
brief statement. 

Senator Youna. Mr. Secretary, I believe we should have that infor- 
mation a little later. However, we can have the testimony appear 
at this point in the record 

(The subsequent discussion is as follows 

The CHAIRM AN. We had the question raised vesterday as to the 
costs of these programs and as the Chair understands it, Mr. Wheeler 
who is here with the Secretary, had been making a study of that. 


1 view of the tabulation wi 
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Most of the members of the Senate have gone to the floor. There 
does not seem to be much time. Is it agreeable with those who remain 
to have Mr. Wheeler prepare a statement relating to this subject 
of cost and insert that as part of the record? 

Senator Tuyr. Mr. Chairman, how long would it take for Mr. 
Wheeler to give us the report? TI think is is very important. The 
press is present and the press provides the means of getting the infor- 
mation to the public. The press was giving out information about 
$17 billion being the cost of this program. If it is not $17 billion 
they should know it. 

The CuHarrman. I think we can allow Mr. Wheeler possibly 5 
minutes at this time but I do think we should be on the floor as quickly 
as possible. 


M r. W heeler? 


STATEMENT OF JOSEPH C. WHEELER, DIRECTOR, OFFICE OF 
BUDGET AND FINANCE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Wuerier. Mr. Chairman and members of the committee: 
Yesterday the Secretary submitted a statement for the record en- 
titled “Cost of Agricultural and Related Programs Covering the 22- 
Year Period 1932 to 1953.”’ That statement represents an effort on 
our part to develop a sound basis for reporting the costs of programs 
carried out by the Department of Agriculture. You will notice that 
I have not referred to this as a statement on “‘the cost of farm pro- 
grams,” or on the “cost of price supports.”’ ‘Those are elements, of 
course Sut this statement is intended to cover the entire opera- 
tions of the Department and to break those down into classifications 
that will be useful. We of course have reported for years on expend- 
itures, appropriations, receipts, and on operations of the corporations. 
What we have attempted to do here for the first time is to pull these 
factors into one statement; that is, to develop a sort of common 
denominator of cost in order to report costs in a single statement. 

As you know, most of our activities are financed by direct appro- 
priations. Those appropriations are obligated and then expended; 
so we have expenditures as a factor in arriving at costs. In our cor- 
porations, such as CCC, where the accounts are kept on a commer- 
cial basis, we are able to report, directly from the accounts of the 
corporation, the net gain or loss, which is the significant cost factor 
in those operations. 

Then in our lending programs for farmers’ Home Administration 
loans and REA loans we have the factor of iosses on those loans when 
they occur; we also have the factor of interest cost to the Government 
for those programs. Over and against all of these factors, we have the 
element of receipts arising out of these same activities. These re- 
ceipts are usually reported separately, since for the most part they go 
directly into the Treasury. In developing our report on costs, we have 
brought into the statement the offsetting receipts that arise out of 
these activities 

The way we have developed the cost statement is this: For activities 
that are financed from appropriated funds we have shown expenditures 
offset by receipts that arise from those activities, such as the receipts 
from sales of national-forest timber in the case of that program and 
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the receipts from the sugar taxes in the case of that program. For 
operations of the corporations we have shown the net gain or loss that 
occurred in each year and cumulative during the period, plus interest 
costs on Government capital invested in the Corporation. The net 
realized loss on CCC price-support programs, by the way, is the very 
first figure on the table: $1,110,000,000 cumulative net loss over the 
22-vear period for price-support operations of CCC. 

Senator Youna. You also have included about $4 billion that were 
really consumer subsidies during the war, have you not? 

Mr. WHEELER. No, sir. I would like to explain that. We have 
not used that figure as an element of cost of Department of Agriculture 
programs. 

Senator ELLENDER. Can you give us a breakdown of that, how you 
got that figure of $1,110 million? 

Mr. WHeever. That is the figure from the books of the Commodity 
Credit Corporation as of June 30, 1953, representing net loss on 
price-support operations during the period of the Corporation’s life. 
We have that figure broken down by commodities and I would be 
glad to insert that in the record. 

Senator EL.teNpDgER. I wish you would. That would be important. 
I made the statement yesterday, and I believe I have information 
that shows, that insofar as the basics are concerned, there was little 
or no loss to the Government up to the present; is that correct? 

Mr. Wueever. That is correct. Insofar as the basics are concerned 
within the $1,110 million net loss over the life of the Corporation, the 
basic commodities, through June 30, 1953, account for $20,720,000 of 
that figure. 

Senator ELLENDER. Twenty-million-some-odd thousand dollars? 

Mr. Wueeter. That is net realized loss to the Commodity Credit 
Corporation. ‘That figure does not include the cost of other related 
programs. We have kept each program cost separate in these state- 
ments so that you can see both. 

Senator Toyz. Mr. Chairman, I would like to ask, does this $1,110 
million include naval stocks, rosin, turpentines, and so forth? 

Mr. WHEELER. Yes, sir. 

Senator Ture. It does? That in itself is listed as naval stocks. 
And it is part of your so-called support price program charges. This 
is so important that I think we should devote some time to it because 
when you get naval stocks in here and that type of a related program 
charged to the losses in the support program, vou are getting a picture 
here that is not a true one. 

Mr. WHEELER. May I explain my answer, Senator Thye? When you 
referred to naval stores, | indicated that the support price operations 
of CCC insofar as they relate to naval stores are included in the $1,110 
million figure. I have a complete breakdown of the $1,110 million 
figure by commodities, which I will be glad to leave for the record. 

Senator ELLENDER. Do you have that with you? 

Mr. WHEELER. Yes, sir. 

Senator ELLENpDER. Do you have a breakdown with you as to com- 
modities? 

Mr. WHEELER. Yes, sir. 

Senator ELLENDER. May we see it? 

Mr. WHEELER. Certainly. 

Senator Younac. Your figures also include school lunches? 
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Mr. WHeeter. I have not come to that vet. I was telling you the 
various ingredients that went into our report of costs. On the loan 
programs, the FHA and REA loan programs, we have included as cost 
only actual losses on loans plus the net interest cost to the Government 
on outstanding loans. 

In order to arrive at a figure that would be useful for reporting 
purposes we have included in the report all of the programs of the 
Department of Agriculture. We have then classified them into 
various groups. The first group is called Programs Primarily for 
Stabilization of Prices and Farm Income. That includes the Com- 
modity Credit Corporation price-support program. It also includes 
international wheat, section 32, Sugar Act, acreage allotments and 
marketing quota costs and similar adjustment programs. The sub- 
total of this group for the 22-year period is $7,510,000 ,000. 

I might point out that figures covering those same programs on a 
gross expenditure basis would of course be considerably higher; 
however we feel that one of the significant features of this report, is 
that we have brought into the expenditure figures and offset against 
them, the receipts arising out of those same programs, so as to arrive 
at a net financial cost. This is a type of a report that we have never 
prepared before but which I think will be extremely useful, and will 
furnish a common denominator for discussing and appraising the costs 
of these various programs. You will notice on the statement that 
we have set out separately all of the significant programs so that you 
can see each one separately 

The very first item on the table is the net losses on price-support 
programs. You asked about wartime consumers’ subsidies 

Senator ELLENDER. Before you get to that, vou handed me a table 
here which indicates that the total losses on price supports for the 
basics was $20,720,931 

Mr. Wueeter. Yes, sir; CCC price-support losses 

Senator ELLeEnpDER. Those are the ones that [ have in mind. I 
notice that with reference to cotton there was a gain of $268,219,477. 

Mr. Wuerever. That is correct 

Senator ELLENDER. In other words, the cotton program has made 
$68,219,477 for the Government 

\Ir. WHEELER. Yes, sir. 

Senator ELLENDER. That is correct, is it? 

Mr. Wuereer. Insofar as CCC price-support operations are 
concerned 

Senator ELLENDER. That is what counts. That is the instrumen- 
talitv of Government through which and by which these programs 
are carried on. Do vou know of any other losses that were sustained? 

Mr. Wester. Well 

Senator ELLENDER. Except when cotton was given away, through 
some special program, according to law? I am talking about the price- 
support program itself. 

Mr. Wueeter. That is the correct figure on price-support opera- 
tions of the CCC. 

Senator ELLENDER. In other words, cotton has not only carried 
itself but it has made a profit to the Government of $268,219,477? 

Senator Tuyr. Are there any other commodities that are relatively 
in the same position of having earned for the Commodity Credit 
Corporation? 
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Senator ELLENDER. Corn has lost $70,910,347. Peanuts have lost 
$92,648,951. Rice has lost $1,459,913. Tobacco has earned $1,641,818 
Wheat has lost $95,125,450 

Senator Tuyr. Are there anv other commodities listed? 

Senator ELLenpEerR. No, sir. 

Senator THye. Those are the basics? 

Senator ELLENDER. Yes. Those are what I am interested in 

Senator Tuy. I, too. It is absolutely unjust to the farm program 
to charge REA, because that is entirely a different program. That 
Is not a price-support program. And FHA activities: That is 
an absolute program in itself to aid deserving youth to become 
operators or farm managers. Those are programs that are not and 
should not be charged to a price-support or a farm-support program 
because they are then placed entirely in the wrong category. Many 
of us voted for those measures strictly on the basis of aiding the 
American vouth to become farm managers and farm operators, which 
they would have been denied unless the Federal Government gave 
them some incentive. 

Senator Youna. Also, the Farmers’ Home Administration was 
about the only program under which a farm veteran could be helped 
Ninety percent of loans in many categories went to veterans. 

Senator ELLENpDER. All of us are bound to agree, I am sure, that 
with the program that has been going on since 1933 

Senator Torr. Twenty-two years. 

Senator ELLENDER. The loss to the taxpayers on 6 basic crops was 
about $20 million. And here they have it out that the loss has 
been 

Senator Tye. $16 billion and something. That was the reason 
that I objected yesterday to having that just inserted without a 
thorough explanation, because it stated a false premise as to what 
the farm program had actually cost the taxpayer. 

Senator Youna. | read an article in one of our leading magazines 
the other day, Newsweek, which is a good one, and one of the more 
accurate publications. There was a story there to the effect that the 
price-support programs had cost $14 billion. 

Senator Tuyr. And the taxpayer, reading a statement like that, 
put out by the Department of Agriculture, as this sheet here would 
appear to be a publication of the Department of Agriculture, indicating 
that this program has cost more than $16 billion, is going to rise up 
and denounce it and wish to destroy it. That is the reason that |] 
wanted a complete explanation of this in order that we would have it 
in connection with the present hearing. 

Mr. Wueeter. Mr. Chairman, it has been questions of just this 
kind that have led us to try to develop a comprehensive reporting 
basis for all of the programs of the Department of Agriculture. As 
I said in the beginning, this statement does not say ‘““The cost of 
price support,” or even “The cost of the farm program,’’ which may 
mean different things to different people. What it says is that the 
cost of all of the programs handled by the Department of Agriculture, 
including credit, including research, including everything, over the 
22-vear period, has been $16.9 billion, and that within this total, 
there are these various classifications of types of programs set out 
separately. 

Senator YOUNG. School lunch, too? 
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Mr. WHEELER. Yes, sir; payments to States for school-lunch pur- 
poses is shown in the category, ‘‘Other, chiefly school-lunch marketing, 
control, and regularatory activities.” 

Senator Tayg. You have there the naval stores which again is an 
absolute defense measure and could well be listed under defense 
expenditures, and the FHA program could well be listed under public 
welfare the same as public housing might be classified. It is in the 
same category as public housing. For that reason I think that that 
entire set of figures charged to the farm program is most misleading 
from a standpoint of just what the taxpayers would understand if 
they read the total figures without analyzing them. 

Mr. WHEELER. Senator, I do not believe we can fail to respond to 
questions on the costs of the programs administered by the Depart- 
ment of Agriculture. We are bound to get those questions. I think 
we have a public responsibility to answer them. 

Senator THys. However I think it is the responsibility of the 
Department of Agriculture in giving out that information to place as 
much emphasis on public welfare aspects of your expenditures as to 
charge it to the price-support program. 

Mr. Wureier. We hs ave not charged it to the support program. 

Senator Tuyr. No, but the general impression is that this is what 
it cost the United States Government in the support of the farm 
program. That is the kind of news that came out. 

Senator ELLENDER. Representatives of the press of the Nation 
were here in abundance yesterday, but I notice that now only 2 or 3 
are left. 

Senator Tuyn. And the figures were given out that it cost nearly 
$17 billion in support of the farm program. 

Senator ELLeENpER. Here is a program on the basics that we are 
advocating which shows, as I just indicated, a loss of only $20 million 
in the space of 23 years. 

Senator Youna. I would like to have the reporter have the earlier 
testimony on the cost of price supports appear at this point in the 
record, together with this insertion that I asked to be included which 
gives the cost of the subsidies to industry and agriculture and all other 
segments. Have it all appear in the record at the same place. 

(See p. 17 for cost of farm programs and p. 62 for cost of aids and 
special services.) 

Senator Tuyx. If you were to take over the past 22 years the cost 
of the subsidies paid to the railroads to handle United States mail and 
to the airlines to handle United States mail, then you would get a 
comparison of the others in the category of our ns ational economy that 
received payments from the Treasury in the support of their activities. 

This statement going out yesterday that it cost the taxpayers of 
this Nation $16,214 million in the farm-support program, was just an 
absolutely damaging factual statement so far as the farm program is 
concerned and so far as the taxpayers of this land are concerned. 

Senator Youna. Had you finished, Mr. Wheeler? 

Mr. WuHeeter. I might say that I have been asked to submit for 
the record the breakdown by commodities of the $1,110 a 
figure on CCC. I also have available if you want it in the record, 
breakdown by commodities of the expenditures under section 32 for 
the purchase of surplus commodities. I will be glad to submit that 
at the same time. 

Senator Youna. I think that should be in the record. 

(The matter referred to is as follows:) 
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Pemova! of surplus agricultural commodities (se SZ Exver i 
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Mr. Wuee ter. The entire effort here has been to lay on the table 
the facts on all the Department of Agriculture programs, to classify 
them in a meaningful manner—in other words, to separate out from 
price supports, the credit programs, the research programs, the con- 
servation programs, and so forth so that there would not be this 
erroneous mixture of the two, and so that you can see clearly the 
various groups or categories of kinds of programs for which the Di 
partment is responsible, and how much they have cost 

Senator Youne. Thank you very much, Mr. Wheeler 

(End of subsequent discussion.) 

Senator Youna@. Senator Schoeppel? 

Senator ScHorePPeL. I think Senator Holland is next 

Senator HoLianp. I am half through reading the Secretary’s state- 
ment of yesterday. I will be ready shortly 

Senator ScHOEPPEL. I will be glad to go ahead, Mr. Chairman 

Senator Youna. Very well. 

Senator ScHorPpPEL. Mr. Secretary, I want to say that I recognize 
that we have a most troublesome problem to face, and I commend 
you on the forthright statement that you have made as you see it 
I recognize, of course, the responsibility falls on the Congress to do 
something about it, or whatever is done is going to be up to Congress 
to do. 

I read an article last night, Mr. Secretary, in the Evening Star, 


that something disturbs me. It is headed “Benson Urges Gift of a 
Billion Dollars in Surplus Abroad.” In the body of that article it says: 
Mr. Benson did not quote General Eisenhower that h« ould give e co 
modities away but an Agriculture Department spokesma 1 that wou t 
effect, and that little or no recovery of the value if the commodities j 


made in cash or kind 


With that in mind I feel that the most disturbing or unsettling 
factor in this whole world market today is the uncertainty as to what 
the United States Government through its agencies is going to do 
with these agricultural surpluses. 

I feel that to announce to the world that we will give away a billion 
dollars of these commodities will be an exceptionally disturbing factor, 


because why or how would these foreign nations, through whatever 
agency they want to work, why should they go into the market to 
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buy if they felt that we were going to give away a billion dollars 
worth of these surpluses 

That is what disturbs me I do not think that we should or ean 
continue to add to the uncertainty of this overall situation and expect 
to get the maximum out of the program that we are called upon to 
implement or to face. Starting with that situation, as I said, I am 
alarmed about that. I do not know whether that is going to be the 
Department’s policy or not. Maybe you can give me some enlighten- 
ment on it 

Secretary BeENsoNn. Senator, I am sure the statement which I made 
vesterday, which is a direct quote from a portion of the President’s 
budget message which will come up, did not indicate that that billion 
dollars of farm commodities would be given away. The President 
asked for authorization, as I understand it, from the Congress. to 
dispose of up to a billion dollars worth of surplus farm commodities. 
That would be, as I understand it, a part of the $2% billion which 
he has asked authority for to set aside or freeze as a stockpile to be 
disposed of in any way that we can dispose of it 

I would expect that a good part of that could probably be sold. 
We might be able to find some new markets for it. Coupled with 
that is the other matter which I mentioned I believe in my statement 
and which certainly the President mentioned in his special message, 
namely, the matter of trade conferences, trade missions to various 
countries in the hope that we could open up some new markets and 
dispose of some of these commodities if not at the world price level, 
then at some figure that would help us to move these products into 
consumption 

It may be necessary to make some gifts. It would depend on the 
possibility of whether or not we could sell them for some figure. There 
ma be 800d reason for making some cifts. But | would certainly not 
expect that the $1 billion would be a gift to foreign countries. Maybe 
in some cases like East Germany and Pakistan where we gave 37 
million bushels of wheat—substantially gave it at least—we would be 
justified, and where probably we would buy more good will doing it 
that way than giving dollars without any strings attached. 

[ would think the statement which you quoted is somewhat mis- 
leading. Certainly I never had in mind and certainly the President 
never had in mind, and in the discussions with him no reference has 
ever been made to giving away a billion dollars of farm commodities 

Senator SCHOEPPEL. Mr. Secretary, I am very glad to have that ex- 
planation because as reported last night that would be, in my humble 
opinion, a most disturbing factor and would do this overall program 
an injury rather than give it the helpful assistance which we expect 
out ol it 

Secretary Benson. In the President’s message he mentioned that 
we were arranging some conferences with ministers and directors of 
agriculture in foreign countries 

We would like them to become acquainted with our problem. We 
would like their sympathetic interest and cooperation. We do not 
want to disrupt their markets nor do we want to strain the relation- 
ship between this country and those friendly nations because of what 
we may do with our surpluses. But the fact remains that we have 
them. And they are very heavy. And they are increasing daily. 
We certainly will not want to see them spoiled and I am sure they 
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would not want us to have them spoiled. So we have the problem 
of moving them. 

We would like their friendly cooperation and help in that and that 
is the reason we are proposing these conferences with the agricultural 
leaders of other countries. 

Senator ScHoepPeL. | think that is most helpful. Right in line 
with that, Mr. Secretary, and I know you are familiar with it, the 
Senate went on record against a dumping program or a general all- 
out, giveaway program when the majority of the members of this 
committee joined in legislation in which the senior Senator from 
Kansas was an activating part on 8S. 2475. 

We made it clear that we did not want to disrupt these foreign 
markets or to indulge in a giveaway or a dumping program which 
would be objectionable to a lot of these foreign governments, and the 
regular trade channels. 

[ am also interested in an article that appeared a few days ago, 
and I commented on it on the Senate floor, wherein it was suggested 
that the Defense Department or those in charge of the Defense 
Department were willing to use some of these surplus agricultural 
commodities and take the currencies of these foreign countries, out 
of which we would pay for some of the heavy expenditures which 
the American taxpayers are making to build up our defenses. 

I would like to ask you 2 or 3 questions along that line, and 
| want to say frankly that I hope that is going to be the policy because 
we should pursue, in my judgment, every avenue of approach that 
will eliminate these surpluses, get value received and save the tax- 
payers another tax dollar when we have these tax dollars already 
tied up in the defense program. 

Is the Department of Agriculture doing anything to promote the 
use of surplus commodities for payment of defense construction work? 
| wonder if the Secretary could enlighten us on that, or is that a 
matter for the Defense Department? 


Secretary Benson. I think I can say something on that that may 
be of interest. Ever since we came into office a year ago we have 
been seeking the most effective solution to this surplus problem and 
trying to find new and better ways to dispose of these ac imulated 


stocks, and to do it ina w ay that would be an advantage to our own 


people here im this country, and aiso tend to he lp to build up gooa W ill 


abroad. 


From the beginning we have sought assistance from all quarters in 
the accomplishment of this objective. We have had a number of 
conferences with other departments of the Government. In the de- 
velopment of our ideas we have reached this decision: That whenever 
+] Pian 4 oF ] . ] . . f 4 _— 
the United States Armed Forces and other agencies of the Government 


are spending large sums of money for labor, or materials in foreign 
countries, and the countries that could effectively furnish the labor 
and materials also needed some of these surplus farm commodities 
and that is often the case—it would save the United States taxpayers 
a great deal of money if some of these surplus commodities could be 
used as payment for some of the obligations we incur abroad. 

It could be used in defense or in connection with our foreign opera- 
tions agencies, and it could be used in place of spending American 
dollars. The CCC could then be reimbursed for the appropriate funds 
by these agencies. We are working with the various agencies of the 
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Government at the present time in trying to develop a practical plan 
of operation which we think would be a way to use some of these farm 
surpluses, not only in connection with construction work but also 
other military and foreign operations which require foreign currency 
and where the country which can effectively furnish the labor and 
materials needs some of these surplus commodities. 

So we are studying that, Senator, and we have some rather encourag- 
ing developments in process of exploration at the present time. 

Senator Scoorppe.. | am glad to hear you say that, Mr. Secretary 
It has come to my knowledge, and I do not profess to be an authority 
on it, there are other agencies that know more about it than I do 
because it falls mto their respective channels. 

I have heard, for instance, that the German Government has 
agreed to the principle that I have announced that if they are doing 
contracting work or construction work—and many of them are 
that many of them would be glad to take a part of their contract cost 
in agricultural surpluses. 

The Senator from Kansas thinks that that is an excellent thing if it 
could be worked out. I assume from what you have just said, Mr 
Secretary, that your Department would pursue that to its ultimate if 
it could be practically done. 

Secretary Benson. Yes, indeed, we would; we understand of course 
that the German Government has shown some rather keen interest in 
this idea in connection with several projects in Europe. We have 
had some conferences pertaining to the building of air strips in Spain, 
the possibility of taking agricultural commodities in part payment 
for the labor which may be German labor or labor from some other 
country. 

We think it offers any country a pretty good way to increase their 
standards of living by consuming larger quantities of our agricultural] 
surpluses, our agricultural products, and at the same time we think 
it will increase the market for their labor and probably open up new 
markets from the longtime standpoint for our own agricultural exports. 

So we plan to continue to explore those possibilities. 

Senator ScHorppeLt. Would you, Mr. Secretary, care to go so far 
as to give us some indication, or do you know whether your Depart- 
ment has a letter of acceptance of this overall principle, that is from 
the German Government? 

Secretary Benson. I am not prepared to give any details. I do 
not have them. We are informed that the German Government has 
written indicating their support of any practical plan along the lines 
which I have outlined, which would involve some of our agricultural 
commodities which we have in surplus. 

I think it holds great possibilities, personally. 

Senator Scnorppe.. Personally, I agree with you, Mr. Secretary, 
very much on that point. 

Would you or can you indicate to this committee what the Defense 
Department’s attitude is in the matter? In other words, do they 
seemingly cooperate with you in this respect? 

Secretary Benson. We have had, I think, on the whole very good 
cooperation from the Defense Department and other agencies con- 
cerned and the President has taken a personal interest in the matter 
because he is concerned about these burdensome surpluses we have 
at the present time. He is worried about what is going to happen if 
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these surpluses continue to overhang the market. So we are fully 
aware of the need to utilize all the resources available to expand the 
markets and we have sought the cooperation of other Government 
agencies. 

While we are not in position now to tell or to even predict what th 
outcome will be, we are holding exploratory conferences and we ar 
very much encouraged as far as we have gone 

Senator ScHorePpre.. Mr. Secretary, I appreciate vour really fran] 
answers to those questions that were important from my standpoint 
I want to say that with reference to your statement, if you have n 
objection, I would desire to submit to you, sir, or to the men in 
responsible positions in your Department, certain other questions 
that I would like to have further enlightenment on as we proceed to 
consider this legislation 

Secretary Benson. Thank you. We will be glad to cooperate 
any Way we can, Senator. 

Senator Youna. Senator Holland? 

Senator HoLLtaNnp. Let the other Senators inquire Who have been 
here all the time 

Senator Youna. Senator Clements? 

Senator CLEMENTs. Mr. Secretary, I do not want to be repetitious 
and I hope there is no question that I might ask you that falls in the 
category. 

I say that because I was not here when Senator Schoeppel went int 
the utilization of surplus with you 

Is there any legislation, and if so, what legislation has the Depart- 
ment recommended, granting authority to them to dispose of surplus 
agricultural commodities in other parts of the world? The reason | 
ask you that, last year the Senator from South Dakota, a member of 
this committee, and some other members of the committee introduces 
a measure to set up a foreign trading division within the Department 
of Agriculture, having as its objective, the disposition of these sur 
pluses in dealing with foreign countries. That is what prompts m« 
to ask you this question. 

Secretary Benson. As you probably know, Senator, we have s 
in the Department our Foreign Agricultural Service which we have 
strengthened considerably in recent months, the purpose being to 
place more emphasis upon this question of marketing our surplus com- 
modities abroad. 

We have also set up our Agricultural Marketing Service to strengthen 
our marketing at home. 

Senator CLEMEN's. For that 1 commend you 

Secretary Benson. Thank you. We feel that when a crop is pro- 
duced only half is done. The other half is to market that crop 
effectively. 

I am sure we would be very much interested in any legislation that 
would help to dispose, in a sound and practical manner, of any of ou 
surplus comm odities 

Senator CLeMENTs. Have you any legislation in mind that you ar 
going to recommend to this committee along that line? 

Secretary Benson. We do not have any drafted, Senator, but we 
assume of course that it would be necessary to draft some to imple- 
ment the recommendations which the President has made in his 
special message on agriculture. 

43244546 
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Senator Ctements. Mr. Chairman, I would like to revert from the 
usual pattern for a moment to ask the Senator from South Dakota, if 
that being the case, would he not want to press for a hearing before 
this committee on the tvpe legislation that he introduced last year in 
conjunction with other Members? 

Senator Munpr. The Senator from Kentucky will recall that the 
legislation with which the Senator from Kentucky associated him- 
self was introduced in March. Subsequently we did have a com- 
mittee discussion at one time and the Senator from Kansas, the 
chairman of the committee, and a number of others, suggested amend- 
ments and so forth, and the revised form of the bill was subsequently 
prepared as committee legislation, which has now passed the Senate 
and is over on the House side 

| think that legislation incorporated all of the recommendations 
of the bill which we jointly introduced in March, and if it will pass 
the House, as I hope it will early this session, I believe it will give 
the Department all of the authority it needs in that field. 

I asked the Secretary 1 day informally what the opinion of the 
Department of Agriculture was in connection with this committee 
bill which followed along the lines of our original legislation, and | 
believe I am quoting the Secretary accurately in saying that the 
Department of Agriculture favored the passage of that legislation. 

Isn’t that correct? 

Senator CLEMENTs. That is the point that I wanted to lead up to, 
to know if that was sufficient legislation or if they needed additional 
legislation to carry out their ideas on disposal of surplus. 

Secretary Benson. I am not sure I could answer that fully. 

[ would like very much to review that bill to find out if it will 
meet the needs, particularly of this billion dollar item which the 
President is going to recommend in his budget message. 

Senator Munpr. If the Senator will vield I should point out that 
our bill however was not a give-away bill, it was a bill providing for 
exchange and barter. As I understand the President’s suggestion it 
deals with something else, and that was the thought of giving away 
X amount of commodity. It seems to me it is an entirely different 
approach and may have merit. But our suggestion was that this is 
something which does not have to be given away. It is in line with 
the earlier discussions engaged in by the Senator from Kansas that 
we can pay for these military constructions, that we can exchange 
them for foreign currency, that we can exchange them for foreign 
products which are noncompetitive with our American products. 

It seems to me we should explore fully all of the possibilities of 
barter and exchange and sale before we think about giving away this 
valuable material 

Secretary Benson. I agree, Senator. 

Senator Munpr. Our bill dealt with that. 

Secretary Benson. There may be circumstances under which we 
would be justified as we have been in the past for some gifts, like 
famine relief for Pakistan or other relief. It may be that the bill 
would need to be enlarged some to cover that, and to give the Presi- 
dent the necessary authority to make gifts under certain specified 
circumstances. 

Senator Munpr. If that is to be followed through, and I think it 
has merit, then an amendment of another section of the bill which 
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has already passed the Senate, and is on the House side, which probably 
could be written in such language that the Senate would comply 
with this 

Senator Youna. Would the Senator yield? 

I would not like the record to stand as it is so far concerning the 
commodities just mentioned. Wouldr’t you, Mr. Secretary, believe 
that in many countries of Europe or Asia a gift of food would do as 
much good as a gift of arms? 

Secretary Benson. It is a very difficult thing to measure, as you 
know. I have felt personally that oftentimes a gift of food would do 
more cood than some of the oifts we have been presenting to foreign 
countries. Mavbe I am not in a position to judge but I do feel that 
food can be used very effectively to build good will for this country 

Senator CLEMENTS. Anyone who has been in a country where there 
is a shortage of food I think would agree to everything that vou have 
said 

Secretary Benson. I spent a vear in Europe right after the war in 
all the war-torn countries and | know how powerful food can be and 
how important it is 

Senator CLEMENTs. ‘To get back to the original s ibject you are not 
in position, I understand, to comment on this legislation that was 
introduced and subsequently passed by the committee? 

Secretary Benson. I remember the legislation but not the details 
of it I would like, if we may, to have our Solicitor work with your 
legislative counsel here and the committee and see if there is a need 
for some adjustments in the bill, and if we could draft something that 
would provide full legislation to implement the recommendations 
which the President has made and will make in his budget message 

Senator CLEMENTS. May we expect that in the next few days? 
Nia the committee expect you to go to work w ith a staff memb«s r of 
this committee in the next few days? 

Secretary Benson. Mr. Loos, our Solicitor, is here We would be 
very happy to 

Senator HoLLAnp. Will the Senator yield? 

Senator CLEMEN's. I will be happy to vield 

Senator HoLLANp. One of the most important aspects, as I under 
stood it, of the bill offered by the Senator from South Dakota and the 
Senator from Kentucky which I supported warmly, has not been 
mentioned and | hope it will not be overlooked, and that is that it 
emphasizes and encourages trade by priv 


behind the lron Curtain or elsewhere, the Iron Curtain of finance now 


factors with business 


we are talking about, from the exchange standpoint, and the Govern 
ment’s intervention would simply be to supply the banking that would 
allow the clearing of that exchange not now possibie to be handled 
reasonably, so that our private traders could accept that exchange 

Senator Munpt. That is right. That is a very important point. 

senarol HOLLAND | think that was prob: DiV the most important 
feature of i. I would certainly hope that th | epartment would 
give careful attention to the inclusion of that because | think that 
while Many other of the proposals are cood, that the soundest of all 
is to encourage that handling of our products under which normal 
trade 1s just as unportant as possible and in which the only function 
of government is to be the exchange medium which will allow the 
conversion at reasonable rates and the use of curreney which now 
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cannot be profitably handled by our people because of the differences 
in exchange and cannot be used by the people who have it because of 
those same differences of exchange 

Secretary Benson. May I comment briefly on that? 

Senator YounG. Yes, we would be happy to have you. 

Secretary Benson. I think that provision holds great possibilities, 
Senator. I would very strongly support it. I thnk we have only 
scratched the surface of the possibility in that direction and the reports 
that have come from some of the representatives of the Department 
who have been abroad recently tend to confirm that feeling. 

Certainly we would like to move the great bulk of it through private 
channels, through private traders. They are in a better position | 
think to do an effective job than governments can do, as such. 

Senator CLements. Mr. Secretary, that is just another example of 
pointing up the efficiency of the tobacco program. All the tobacco 
has been handled through normal channels in foreign trade. I am 
one of those members of the Senate from a tobacco State and I was 
glad to know that vour recommendations do not depart from the 
present tobacco program. It is also pleasing to me, and I am sure it 
is also to other members of the Congress from the tobacco areas, to 
hear the fine approval that is given to the tobacco program in a 
general way. 

Of course it is not perfect. It will need a change from time to time. 
I think it is a fair statement to say that it is the one program that 
certainly has not, on a net cost basis, placed any burden upon the 
Federal Government. 

We have our troubles, we try to work out our trouble with the 
Department’s help in trade among ourselves. I understood you to 
say yesterday that rice was the only one of the basic commodities 
that was selling above parity. 

Secretary Brunson. I do not recall. I think I made a statement 
with reference to commodities selling below the support level. 

Senator CLements. I was under the impression that tobacco was 
selling above parity, about 102 or 103 percent of parity at the present 
time 

Secretary Benson. Certain grades and kinds are but the overall 
picture, I think, is just a little under parity, Senator. 

Senator CLements. I would not want to dispute the Secretary’s 
figures. I believe that if he will take the Department’s figures as of 
the 15th of January he will find that tobacco, too, is selling above 
parity today. 

| believe we were talking about this program costing anywhere 
from $4 billion to $16 billion and it is well to look at the one program 
that you set out as having cost the Government nothing. 

My understanding has been that there has been a profit to the 
Commodity Credit Corporation in the handling of the tobacco pro- 
gram. Is that not correct? 

Secretary Benson. I did not get the last part of your question. 

Senator CLEMENTs. Hasn’t the tobacco program netted a profit to 
the Government rather than a loss? 

Secretary Benson. I think that is true. There has been a small 
proiit. 

Senator CLEMENTS. Somewhere from 10 to 20 million dollars 
prot to the Government. 
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Secretary Benson. The question of parity that vou mentioned, the 
figure at this time does not quite represent the true picture because 
vou get the tail end of the burley and the first part of some of the other 
and as an overall picture it is not quite representative 

Senator CLements. Of course burley sales are practically complete. 


I want to commend the Department. ‘hey hit the sales, Mr. Gordon, 
right on the nose. I do not think you could have been closer if you 
had measured the crop before the warehouses opened. ‘That program 


has been conducted on the basis of high support prices 

Your suggestion vesterday that one reason it was so easy to operate 
the tobacco program is that tobacco was grown in such a small ares 
of the country. Isn’t it a fact that nearly half the areas of the country 
grow some tobacco? 

Secretary Benson. There is a relatively small area that is devoted 
to tobacco and a relatively small acreage that is adapted to the pro- 
duction of tobacco. 

Senator CLements. Aren’t there more than 20 States in the Union 
that grow tobacco? 

Secretary Benson. Yes, there are quite a number of States that 
grow very small acreages 

Senator CLEMENTS, Isn’t it a fact that except for its effect upon 
price and the fact that it could not be marketed in the world today, 
that there would be much more acreage in all of those 22 States than 
there are today? 

Secretary Benson. That there could be? 

Senator CLements. That there would be 

Secretary Benson. I do not know how much. ‘There might be 
some more. 

Senator CLtements. There would be more land in the 22 States 
that is ac aptable to the growth of tobacco? 

Secretary Benson. I do not think we have reached the limit of the 
acreage. 

Senator CLeMENTs. | can assure you of all the States that I know 
that grow tobacco there is a lot more land there adapted to tobacco 
than is planted to tobacco. Is it not a fact that experiments in 
producing tobacco have been made in California, in Texas, and other 
parts of the Union? 

Secretary Benson. There has been some experimental work done 
in those States. 

Senator CLements. And they grew it well. Maybe it had a little 
higher nicotine content than some of the southwestern areas Isn't 
that about the biggest difference? 

Secretarv Benson. I am not sure of that. 

Senator CLements. The reason | mention this—I do not want 
anybody to get a mistaken idea that this is just a little local problem, 
a little local area problem that makes it so easy to control the tobacco 
under the present farm program. 

Personally, I am one of those who thinks that you could handle 
wheat the same way as you handle tobacco, if you get the same 
cooperation from the grower, if the Department takes the strong stand 
as they do about insisting on tobacco quotas and insist on them in time. 

Personally, as 1 said to you, | think that it will apply the same to 
wheat and it will apply the same to corn if the same courage is mani- 
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fest in the development of that program as was in the development of 
tobacco. 

Secretary Benson. | hope we can exhibit that we have some cour- 
age in the Department of Agriculture. It is ‘ot that, lam sure. We 
do have, as you know, this vear, the problem of what to do with about 
25 million acres that are going to be diverted out of wheat and corn 
and cotton and that poses a real problem as vou know. 

The question of shifting the responsibility for those acres on to other 
crops, what they will be used for, it is much more difficult in a crop 
as great as wheat and cotton than it is in a crop Involving much smalle: 
acreages. 

Senator CLEMENTS. Yesterday the Senator from North Carolina 
made the point in his discussion with you that if the prices went down, 
as he was convinced they would, with flexible supports substituted for 
the 1igid supports, that it would lead to heavier acreage plantings of 
those respective crops in the person’s desire to get an equal amount of 
income with the lower prices. 

I understood you to say that you did not think that would take 
place. Isn't it a fact that during the period of the 1920’s, where farm 
land was under heavy mortgage with many foreclosures, the farmer, 
m a desire to hold on to that land another year, and the hope for some 
thing better coming a little later, planted the heaviest acreage of row 
crops, soil-depleting crops that had been known? 

Did they not add to their crops in the hope that they would get enough 
cash to keep the bankers satisfied to keep their creditors off of them? 

Secretary Benson. What the farmer does, as we all know who 
farm, he tries to operate his farm in the manner that will result in 
the greatest net income, which means that he tries to use the factors of 
production at his disposal in such a combination that they will give 
him the greatest return. 

If we have certain prices supported at high levels and he knows that 
he cannot lose on that commodity, he will produce more of that even 
though it will throw his farm temporarily out of balance, his operations 
out of balance. 

It may result in some bad farm management practices. But if the 
farmer has freedom and the right to shift from one crop to another in 
order to get the best returns from his operations, he will usually use 
his land to the best advantage. 

Senator CLements. He had that freedom in the twenties, did he 
not? 

Secretary Benson. He did. 

Senator CLemENts. Was it not one of the greatest periods of deple- 
tion of the soil that we have ever had in this country? 

Secretary Benson. I do not know that that is true, Senator. That 
would be subject to 

Senator CLEMENTs. I cannot speak from any statistics of the De- 
partment but I can assure you that that was true in the area where 
I live. I would like to ask you one more question. Yesterday in 
your statement, you pointed out the very high purchases of dairy 
products between January 1 and January 14. 

What significance do you attach to those large purchases in that 
area, in that period? They are nearly 4 times what they had been in 
the preceding 2 months. 

Secretary Benson. Of course, that to me is a further evidence that 
when a commodity is supported at a level out of line with normal 
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supply and demand positions, that every effort is put forth to get 
maximum production. 

You have heavier feeding of grains and other concentrates, vou havi 
a greater effort to get maximum production. There .s some anticipa- 


tion probably that those supports would not continue always at that 


level. 


Senator CLeEMENTs. I wonder if there was any relationship to th 
approach of March 31 

Secretary Benson. Certainly that is the reason we had the hig 
supports during the war pe riod to get Maximum production DeCcCauUse 
we were in an emergency situation. That emergency is over. Ws 
feel we ought to get back to a more normal rv lationship between suppl 
and demand conditions and give the farmer greater freedom in hi 


operations. He does not need those high incentives now. 

Senator CLEMENTs. Mr. Secretary, do you propose to continue the 
present level of supports on dairy products after March 31? 

Secretary Benson. Well, I doubt very much, Senator, if we will be 
justified in doing it in view of supply and demand conditions. 
view of the legislation as it is written those supports shall be main 
tained at levels that will assure adequate production 

What is adequate production? When you have $350 million worth 
of surplus commodities tied up in Government storage it would b 
pretty hard to indicate that you need some further stimulation of 
production in order to get adequate production 

But that is a decision we will have to make before April 1, the 
beginning of the new marketing year. 

Senator CLEMENTS. Do you anticipate that the decision will be 
made prior to March 31 based upon existing law? You do not expect 
any change in the law between now and that time 

Secretary Benson. We have recommended no change in the law 
There is flexibility in the present law and we feel that it is adequate to 
meet normal conditions and to adjust the support in line with supply 
and demand conditions. 

Under the message which the President sent up to the Congress hi 
has recommended consideration of a set aside of some of these surplus 
commodities, including the possibility of some dairy commodities 
What the Congress decides to do in the way of set aside on dairy 
products will be a factor no doubt in the decision we make 

Senator CLeEMENTs. Mr. Secretary, do you think we would have the 
great wheat surplus that exists today and the great corn surplus had 
acreage allotments been invoked the year before? 

Secretary Benson. I feel that the acreage allotments should have 
been invoked on the 1953 crops. It may have helped some. How 
ever, some of the studies that have been made on acreage controls on 
some of the major commodities are not too encouraging as you know 
Because if the high incentive is continued there is a tendency to use 
more fertilizer and better cultural practices and to give better atten- 
tion to the acres already in production. 

We have reviewed some studies that have been made in the Middl 
West on wheat and corn, and while we may have a reduction in acreage 
of 20 or 30 percent, that does not necessarily mean we are going to 
get a reduction proportionately in total prod luction 

Senator Horny. Would the Senator yield? 

Senator CLEMENTS. Certainly. 








S4 AGRICULTURAL OUTLOOK AND THE PRESIDENT’S FARM PROGRAM 


Senator Horny. Doesn’t the Senator regard as the very essence of 
the tobacco program a rigid control of acreage to be put into effect? 

Senator CLtements. Absolutely. And I am one of those who agrees 
with the distinguished Senator from North Dakota that the same 
thing can work in wheat; the same thing can work in corn; and the 
same thing can work in other basic commodities that has worked so 
well in tobacco. 

Senator Youna. I think it can. 

Senator Cements. There is not any doubt in my mind. And I 
think, Mr. Secretary, that when the farmers spoke last year, when 
they voted on wheat quotas, when they voted on cotton quotas, when 
they voted on quotas on peanuts, the averages favoring quotas were 
very much along the line of those averages that had been made on 
tobacco over a period of a good many years, which was around 98 
percent. 

Secretary Benson. Senator, I think that is subject to various 
interpretations. In the first place, they were not voting on 90 percent 
of supports versus, say, a flexible program which had been approved 
by the Congress in 1949. 

Secondly, they have a problem in wheat and cotton of diverted 
acres which you do not have in tobacco. You know that. And it isa 
very major problem. It is all right to say we will reduce 

Senator CLements. We have it in tobacco. We just have it on a 
smaller scale. 

Secretary Benson. Very much smaller. And so I think the farmers 
were not voting on the question of high supports versus flexible 
supports. They were voting on high supports or no supports. And 
I am not so sure—— 

Senator CLements. Mr. Secretary, I am one of those who is of the 
opinion that they were voting on a fatter pocketbook or a thinner 
pocketbook. 

Secretary Benson. Which is the same thing I just mentioned. 

Senator CLtements. I think they voted for what they thought was 
a fuller pocketbook. 

Senator Toye. Mr. Chairman? 

Secretary Benson. I agree with what the President has concluded. 
[t was indicated in his message that over the long run a program 
with some flexibility in it will give the farmer greater returns. The 
present program is reaching the point where it is going to break of 
its own weight unless something is done. I am convinced of it. 
And when it does break we will have a catastrophe that will make 
the potato fiasco look like child’s play by comparison. 

Senator Ciements. Mr. Secretary, that is the reason that I 
brought up the question of the handling of a surplus in the foreign 
field. I heartily agree with you in that many areas of this world 
the providing of food to people in starving countries is the finest 
thing we can do for them. It is the best method of developing good 
will between this country and those people that we can possibly 
follow. I think in the legislation that the Senator from South 
Dakota introduced and many joined with him, that you have the 
basis of developing that kind of a program and it does not have to 
be on a giveaway basis. 

Secretary Benson. Senator, you will certainly find us cooperating 
wholeheartedly on that. I am a great believer in the fact that the 
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final answer is going to be greater consumption, wider distribution 
of our products and new markets. That is going to take time 
however. 

While we are doing that job, I think it would be desirable if we 
could remove the wartime incentives to some of these basic com- 
modities—the emergency 1s over—and make a gradual adjustment 
and make the transition slowly and give the farmer a little more 
flexibility in his operations. I think he will of his own choice divert 
some of these acres into other things and get a better balance. There 
will not be this struggle which is going on now to produce all he ear 
of a commodity for which there is a very limited demand. 

Senator CLeMENts. Mr. Secretary, we have 
We just want to use a little different vehicle in obtaining that objective 

secretary Benson. We all want the highest possible income for the 
American farmer, I am sure. 

Senator CLEMENTS. | would be pleased to get into a free market 
as a farmer whenever all of the segments of our economy move into 
a free market. Certainly labor is not in a free market, certain! 
industry is not in a free market. Until that day comes I want to see 
the same protection for agriculture that the other segments of our 
economy enjoy. I have no further questions, Mr. Chairman 

The CHatrMan. May the Chair point out that there are two mem- 
bers of the committee who have had no opportunity at all to questior 
the Secretary, also that Senator Young was limited to about 6 or 7 
minutes yesterday, and Senator Ellender about the same. 

We will call on Senator Welker next, and then Senator Holland 

Senator CLtements. Mr. Chairman, I[ apologize for taking so much 
time. 

The CHarrMAN. It has been very interesting 

Secretary Benson. I apologize, too. 

The CHatrMAN. It has been very interesting. 

Senator Welker? 

Senator Wreiker. Mr. Chairman and Mr. Secretary, at the outset 
I want to express my appreciation for the opportunity of interrogating 


» the same objectives 


my distinguished friend who I feel has the hardest job in the United 
States Cabinet. 

I feel that farming is the greatest gamble of any gamble that | 
know of, and he inherited a tremendous task, a back-breaking task 

My questions shall be very brief. First, I should like to say to 
the Secretarv and by that mode inform the committee that I had a 
little something to do with respect to the negotiations with the 
subcontractors of Western Germany and Spain with respect to whether 
or not Spain would be agreeable to having subcontractors come in 
under the prime contractors, the West German people taking at least 
10 percent of our farm surplus in lieu of dollars. 

Of course, from your statement given here, you approve of it. 

Secretary Benson. We have been exploring it for some weeks, 
Senator. 

Senator Weiker. The distinguished Secretary is mindful of the 
fact that Spain needs wheat. They are really desperate for some of 
our farm surpluses. Am I correct on that? 

Secretary Benson. That is correct. 

Senator WetkeEr. I would like to discuss with the Secretary a rider 
that this committee permitted me to attach to the cotton acreage bill 
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last week which passed the Senate unanimously, I think, with re- 
spect to the discretionary power of the Secretary to purchase from 
section 32 funds surplus potatoes 

As the Secretary knows, the potato-producing States are in a dis- 
aster period as of this time. Does the Secretary appreciate that fact 
and does he approve of the permissive use of the Secretary to pur- 
chase potatoes for the school-lunch program, disaster areas, et cetera? 

Secretary Benson. You may recall, Senator, that in the President’s 
special message on agriculture he recommended that potatoes, which 
had been taken out of the legislation because of the trouble we had 
with them a few vears ago, be added and receive the same considera- 
tion as the other vegetables. 

l am very favorable to that. I know that the potato growers today 
are having their problems. Only last week I met with a group, a 
representative group from the Colorado area while I was in Colorado 
Springs and I know something of the problem in your own State of 
Idaho 

So I am very much in favor of having potatoes available for help 
inder section 32 the same as any other vegetable crop I think it 
is only fair 

Senator Wreiker. I would like to ask the secretary whether or 
not he feels that this committee and the American people are com- 
pletely acquainted with the dilemma with respect. to the potato 
situation that we had a few years ago. I am quite convinced that 
the Se retary remembers when the State of Idaho dumped thousands 
of tons of No. 1 Idaho russet potatoes on the Mountain Home Air 
Base and huge rollers destroyed them, mashed them, and I think it 
s a fact that many people who were hungry could have well used 
those potatoes 

[ want to bring that out to emphasize the Secretary’s statement 
with respect to the potato fiasco. 

There is another question that I am very much interested in as 
the Secretary knows, and that is the question with respect to wool. 
Idaho, my State, is a major producer of wool. I was not here at the 
time Senator Ellender interrogated you but he did interrogate you 
briefly on that subject and asked you whether or not the President’s 
message with respect to wool did not amount to, in substance, at 
least, a great portion of what is commonly known as the Brannan plan. 

I would like your observation on that, Mr. Secretary. 

secretary Benson. The wool problem is a special problem, as you 
know, Senator. The Congress has said there is a goal of the produc- 
tion of about half of our normal consumption, or 360 million pounds. 

Most of our wool today is imported, about two-thirds of it 

Senator WELKER. How much have we used? 

Secretary Benson. I cannot give you the exact figure but probably 
in the neighborhood of seven or eight hundred million pounds. We 
are producing about 225 million pounds. The goal set by the Congress 
s 360 million. That 360 million is about half of our normal consump- 
tion 

We are consuming between seven and eight hundred million pounds. 

Senator WeLkerR. Why is it nearly 100 million pounds—lI believe 
I am correct on that figure—is im storage on the west coast and on 
the east coast, of domestic wool, and is not being used? 
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Secretary Benson. That is true, Senator, that we have about 100 
million pounds in the hands of the Commodity Credit Corporation 
under loan. 

In othe words, the present provram is not providing an adequate 
plan for the domestic wool industry. We have a precedent for the 
program which we are recommending or which the President reecom- 
mended, in the sugar program 

The act of 1948, as you recall, provided for production payments so 
you might say that even the Brannan plan has a precedent. How 
ever, the fact that our production is for below our domestic needs 
and the fact that we have limited the payments to farmers from the 
unobligated portion of tariff receipts on wool, | think makes it some 
Wavs different. 

We feel it is a rather practical approach unless we Want to open up 
the whole tariff question Certainly the industry needs some pro- 
tection if we are going to produce wool 

| think the Coneress has determ ned that it is a strategic materia 
and it is in the interest of our national defense to produce a portion, 
approximately a half of our wool domestically 

It is on the basis of that largely that we recommend a simplified 
program which we think probably in a 
ably justified. 

Senator WELKER You state producto! ol Woo is eiOW our 
needs 

Secretary Benson. Yes 

Senator WELKER (continuing). In the other States toda And at 
the same time two-thirds of our wool is imported from overseas 

Secretarv Benson. That is correct 

Senator WreLkKer. As a result of that wool be ng imported over a 
hundred million pounds is in storage, which has created certainly a 
disaster with respect Lo the wool industry in the State of Idaho and 
I think in all wool-producing States 

Secretarv Benson. That 1s correct 

Senator WeLker. Mr. Secretary, would you care to comment on 


ecia ecnuse lke Woo Is provo- 


what appears to me to be common, sound horsesense with respect to 
the wool program. I wonder why we cannot have a reasonable 
tariff or an import fee which will protect the industries in the Western 


States that are producing or attempting to | oduce la e volumes of 
wool? 
est ena oo I tl LE Sane - that 1 mit hy ne pDro- 
ecre vary IENSON LIVI enator, that Ww I si lave some pro 


oram to protect the domestic wool] 


a wool ndustry. 
Senator WELKER. May I imterrupt? Wouldn't the soundest pro- 


gram be a sensible and reasonable tariff to protect this country from 


producers ll we are gomg to hay 


; 


bemeg flooded by two-thirds of the supply Ot wood being imported? 

Secretary Benson. I am not sure that it would. I believe the 
program that is recommended is worthy of a very careful try. Itisa 
very simple program as you know, and would not open up the whole 
question of our relationship with other countries 


Senator WeLker. To me, outside of the sugar program, it opens 
up at least a little different basis of what | thought was our philosophy 
of government. here I think that if we can have, say, 11 percent 


tariff, it certainly should not ruin any country 
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Secretary Benson. You mean 11 cents in addition to what we have? 

Senator WELKER. Yes. 

Secretary Benson. We have 25% cents. 

Senator Weriker. That would protect our domestic producer 
Let us go on and save that industry, which is gradually failing in my 
opinion. At least, I know it is failing in the State of Idaho. We are 
going out of the sheep business rapidly. 

Secretary Benson. Of course you have the problem, also, Senator, 
of the competition with synthetics. We have some wool plants now 
as you probably know, that are closed. Synthetics have taken over 
If we had higher prices for wool this would tend to worsen the con- 
dition and increase the competition between wool and synthetics. 

That is something that you will have to keep in mind also. Under 
this program which the President suggested wool would be permitted 
to move freely in the market and the difference between the average 
market price and the level of parity that was guaranteed would be 
provided through payments taken within the limits of the import 
duties on wool. 

Senator Munpr. If the Senator will yield a moment, on this wool 
matter, | wonder if the Secretary has available the figures, whether 
Dr. Wells sitting behind him could produce them—he is the statisti- 
cian for the group—as to what the annual income now is from the 
import tariff on wool. 

Secretary Benson. I think we have that. It is around $60 million, 


I believe. 


STATEMENT OF HON. JOHN H. DAVIS, ASSISTANT SECRETARY OF 
AGRICULTURE 


Mr. Davis. It runs between 60 and 70 million dollars a year at the 
present time, I believe. 

Senator Munpr. Then the logical followup question: How much 
do you expect it is going to cost to pay the differential proposed under 
the President’s program? 

Mr. Davis. Probably somewhere around 10 or 12 million dollars a 
year. 

Senator Munpt. In other words, about 15 or 20 percent? 

Mr. Davis. Yes, sir. 

Senator Munpr. Do you think 10 or 15 million dollars a year will 
do the job? 

Mr. Davis. Yes, sir. 

Senator Munpr. On a 360 million pound level? 

Mr. Davis. No. it wili achieve the price goal of 90 percent of 
parity. 

Senator Munpr. With increased production? 

Mr. Davis. It may or may not increase the production anywhere 
near the 360 million goal. That is so far above what we are producing 
now. 

Senator Munpr. Assuming it does achieve the objective, what 
would it cost? 

Mr. Davis. You mean the objective of 360 million pounds? 

Senator Munprt. Yes. 

Mr. Davis. I do not know what kind of a price it would take on wool 
to bring the sheep industry up to that percentage. 


AGRICULTURAL OUTLOOK AND THE PRESIDENT'’S FARM PROGRAM 89 


Senator Munpr. It will get the 90 percent? 

Mr. Davis. You have a joint product in the case of sheep, the car- 
cass and the wool. At the present time the wool is bringing about a 
third of the income to the sheep crower and the carcass about two- 
thirds. If vou try to increase the number of sheep to yield 360 
million pounds of wool entirely by increasing the price of ‘wool and 
not affecting the price of the carcass, then you would have to increase 
the price of the wool, I think, materially, and this I think would mean 
a sizable payment, probably 2 or 3 times this 10 to 12 million dollars 
that I spoke of 

Senator Munor. It might take half of the imports, then? 

Mr. Davis. That is not the way the present program is set up, and 
it is not the way this proposal is set up. It is built around an objec- 
tive of 90 percent, a support level, 90 percent of parity, and the differ- 
ence we estimate between the anticipated receipts in the market and 
this objective would be in the neighborhood of 10 or 12 million dollars 
a year 

Secretary Benson. On the basis of our present production? 

Mr. Davis. Yes. 

Secretary Benson. And not the goal 

Mr. Davis. Or the anticipated production 

Senator Munpr. To achieve the goal it would cost about half that 
much, half the total returns we get from imports? 

Mr. Davis. It might do that if you put all the weight of achieving 
that goal on wool. 

The CHarrMan. Senator Welker? 

Senator WELKER. I would ask Mr. Davis this question with respect 
to the carcass of the lamb. 

I will ask you if it is not a fact if we had a tariff on these imported 
wools of 11 cents in addition to what we now have, that the producer 
could get by on a 20-cent lamb, 20 cents per pound. Is that a fair 
statement? 

Mr. Davis. I did not get all your question. Will you state it 
again? 

Senator WeLkeEr. If we have an increase in the tariff, Say 11 cents 
a pound more, that would permit our wool and sheep industry to 
survive on the basis of a 20-cent-per-pound lamb? 

Mr. Davis. It would probably achieve the 90-percent support 
objective that we are seeking, with the 20-cent lamb. Again if you 
are talking about the objective of 360 million pounds of woo | think 
that is some time in the future if we start on the road to rebuilding 
the sheep industry of this country. 

Senator WreLker. I do not know how we are going to rebuild the 
sheep industry of this country if we are importing two-thirds of our 
wool and storing this vast amount—I know of my own personal 
knowledge that large operators 1n the State of Idaho are quitting the 
business, they are bankrupt as of today It may seem old-fashioned 
but I am old-fashioned when I say that I think it is the duty of our 
Government to protect our domestic producers of sheep and wool 
when their markets are absolutely being ruined by imports, and | do 
not think anyone can deny that fact, that if this huge volume were 
not coming into our country, we would have a prosperous she ep-wool 
industry today. 

Am I correct on that? 
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Mr. Davis. I think there is truth in what you say. It seems to me 
there are really two problems, though, with respect to wool. One is 
the price as a result of imports; and the other one I think is a competi- 
tive situation within our own country. 

[ think if you took all the agricultural commodities and analyzed 
them from the point of view of how much decrease there had been in 
the number of man-hours that it takes to produce a given quantity 
in the last 30 or 40 years, and then you rate them with wheat, corn, 
and some of the others where there has been a rather large cain, and 
then came on down to the ones where there had been the smallest 
gain, vou would find that wool would be somewhere near the bottom 

In other words, we have not been able to find the methods by which 
we can increase greatly the output per man-hour of wool. It takes 
about the same amount of work as it used to take. 

Part of our problem I think is that the nee has to compete 
with American industry which is paying $1, $1.50, whatever it is, an 
hour, for wages. Most of American industry a made a good deal of 
gain in productivity and with the present setup is paying that wag 
But it is hard for the woolgrowers to pay it because they have not 
made a corresponding increase in efficiency. 

So I think we have to work at it from two ends. One of them is 
this price incentive which you might get at by means of a tariff 
You do have the problem of synthetics if you go that route. 

The other method is the method of payment that is proposed here. 
But even granting that you do one of those and that it attains a 
certain measure of success, I think we still have to work pretty hard 
at trying to decrease the cost per pound of wool by trying to induce 
some laborsaving devices in the production of wool. 

Senator WeLker. I am unable to understand how you are going to 
use laborsaving devices in herding sheep. I would like only to say 
this: We are paying sheepherders today in Idaho $250 per month 
while we are permitting foreign wool to come in here and certainly, 
if my advice is correct, they pay nowhere near that sum for a 
sheepherder. 

[ would like the Department to give some more study as to whether 
or not we cannot have a reasonable import fee or tariff, whatever 
you might call it, say 11 cents a pound, that will save this industry 

[ have talked with the State chairman of our wool growers as late 
as 2 hours ago, and he is not in favor of this program and he hopes that 
he will be permitted, and the other growers, to survive on the basis 
that we should not open up our floodgates for imports of wool. 

Secretary Benson. Senator, may I add this comment on your last 
point? 

Senator WeLker. Certainl, 

Secretary Brunson. I am sure we are fully sympathetic in the De- 
partment to the problem that you awe so clearly outlined. Having 
been a sheepherder myself, I am very sympathetic. We have ex- 
plored various types of programs to bring relief and help to the wool 
industry which we think is entitled to if it is the policy of our Gov- 
ernment to continue a sheep industry, which we assume it is. We 
have had the advice and the counsel of representatives of the industry. 
Later this afternoon we are meeting with representatives of that 
industry, including representatives from your own State on this 
question. 
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So I am sure we will give it every possib le consideration. Our onl 
interest is to work out a practical, workable program that will give the 
help and the aid to this industry which it needs in order to produc« 
the goal which the Congress has set out. 

Senator WELKER. I| appreciate my distinguished friend’s remarks 
I know he will do everything within his power to alleviate the suffering 
of the country that he is well acquainted with in the State of Idaho 
from whence he came. 

The CHarrMan. Thank vou, Senator Welke: 

Secretary Benson. Mr. Chairman, this matter that Senato 
Ellender raised vesterday is right on this very point 

The CHAIRMAN. | want to be sure that senat.ol Holland has son 
time. We still have 25 minutes. Do you want to answer that point 
raised by Senator Ellender yesterday at the request I believe of 
Senator Magnuson? 

Secretary Benson. Yes. 

The CHarrMAN. You might do it now 

Secretary Benson. It will take just a few minutes 

Senator ELLENDER. May I suggest that the letter be printed a 
that the answer of the Secretary follow. 

The CHarrmMan. Will that be all right with you? That will giv 
Senator Holland some time because he has been waiting for someti 
and we want to be sure he has an opportunity to question you 

Senator Toye. How many minutes will it take to get the answer? 
That is a very important question 

The CHAIRMAN. I know it is an important question, but also 13 of 
the 14 members have not had a chance to ask questions. We do not 
want Senator Holland to lose his time 

Senator HoLuanpb. I am quite willing to question the Secretary 
later. I have probably 10 minutes of questions myself. I am quite 
agreeable to have him clear up this subject 

The CHatrMAn. We can probably continue for a few minutes after 
12 o’clock. 

Senator HoLutanp. Can’t we continue this afternoon, at a later 
hour this afternoon? 

The CHarrMAN. How about you, Mr. Secretary? He has a meeting 
with the woolgrowers, he said. 

Secretary Benson. We have several meetings this afternoon 

The CHarrRMAN. Senator Ellender and Senator Young of course only 
had 6 or 7 minutes a piece yesterday. Why don’t you ask you 
questions now, then we will take up the answer to Senator Magnuson’s 
request. We are going to have the Secretary and all his assistants 
up here time and time again, I am sure, between now and the middl 
of March. 

Senator Youna. I could ask mine in 2 or 3 minutes, myself, toda 

The CuHarrMANn. I think Senator Holland is entitled 

Senator HoLLANpD. I am going to have to leave in a few minutes for 
the Pentagon. 

The CHarrMan. I think Senator Holland is entitled to some tim: 
right now. 

Senator HoLuanp. It is quite all right for me to ask my questions 
later if the Secretary will be available 

The CHarrMAN. Let’s make sure that you have some time now 
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Senator HoLLanp. Can you come back? 

Secretary Benson. I cannot this afternoon. I will be glad to come 
to your office. 

The CHarrMAN. Senator Holland’s questions should be a matter of 
record. 

Secretary Benson. I think so, too. 

Senator WrL_keR. Why doesn’t the distinguished Senator from 
Florida go on? I think he will have time to pursue the interrogation. 

Senator Hotianp. | understand three members of the committee, 
being alumni of the Air Force, are among the group invited to the 
luncheon. 

The CHarrmMan. We have no more faithful member of the committec 
than the Senator from Florida. The Chair thinks he should proceed 
now and then we will use as much time as we have left, and if necessary 
ask the Secretary to come back at a time when he can get back. We 
want to give him a little chance to attend to his work at the executive 
offices 

We do not guarantee we will give him time to do much. 

Secretary Benson. Thank you, sir. 

Senator Ho_ttanp. Mr. Chairman, I have a few questions now. I] 
will supply others in writing later which can go into the record. 

First, I think that the Secretary has pointed up the situation 
admirably in his question No. 1 on page 8. 

How far are we prepared to go in making additional billions of dollars available 
primarily for the support of a few selected farm commodities? 

I will ask the Secretary if he will supplement that statement for 
the record at this place by furnishing us a compilation of his depart- 
ment showing the percentage of value of all of our agricultural com- 
modities, including those supnorted and those not supported, so that 
the record may clearly show that we under the present program are 
by no means supporting all of our agricultural production but to the 
contrary a large part of Freer et tod is left out. 

Is it possible for you to supply that kind of a tabulation for the 
record? 

Secretary Benson. I think we can give a very close figure, Senator. 
Obviously when we get into the cost of administration of these pro- 
grams it is hard to break down just how much of the administration 
cost should go to this commodity or that commodity. We will do 
the very best we can. 

Senator HoLtianp. Mr. Secretary, I am not anxious about the ap- 
portionment of your administrative costs. What I am anxious about 
is for the record to show at this time a complete list of our agricultural 
commodities with the percentage of value of each. 

I realize that you will have to lump some; for instance, vegetables 
other than Irish potatoes are customarily lumped together, and small 
fruits, other than citrus, are sometimes lumped together. 

Sometimes we are given apples and pears as separate figures, and 
peaches, but many of the fruits are lumped together. I have seen 
repeated tabulations of the breakdown by value of the annual pro- 
duction of all agricultural commodities. 

I will ask you to please supply that for the record at this point, 
particularly for the purpose of showing just what agriculture is sup- 
ported by our present price-support program and just what is left out. 

Will you do that? 
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Secretary Benson. I would be happy to do it. Would you like 
it for a particular year? 1953? 

Senator Hotianp. I should say 1953. Then if we want to have 
it supplemented we may. 

Secretary Benson. I will be happy to do that 
(The matter referred to is as follows:) 


Farm marketings: Cash receipts and percentage dist tior / modities. United 
‘ are 
States, 1952 
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Senator Hotuanp. The second thing I would like to have: Several 
times in your testimony yesterday you pointed up the fact that the 
90 percent rigid price support program for certain commodities was a 
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war measure and that its continuation was an effort to continue in 
effect a war measure which offered special inducements for increased 
production—to continue such a measure as a part of normal peace 
production machinery. 

I will ask you to please prepare for the record at this time, in the 
briefest shape possible, a compilation of the history of the price sup- 
port level prior to the war and then the level since that time so that 
very clearly the truth of your statement will appear, that the 90 per- 
cent rigid program was a war measure just the same as rent controls, 
just the same as price controls, and that it is one war measure which 
certain segments of our agriculture industries are seeking to perpet- 
uate upon our peacetime economy. 

Will you prepare that? 

Secretary Benson. Yes, we will do that, Senator. 

(The matter referred to is as follows:) 


Use or MANDATORY PRICE Support At 90 PERCENT rFOoR WARTIME AND 
EMERGENCY PURPOSES 


} 


Mandatorv support of agricultural commodities at 90 percent of paritv has 


red almost entirely in the past during wartime and postwar readjust- 


beer re t 

ment periods This approach was first used during World War If to stimulate 
increased production of the 6 basic commodities and 14 nonbasiec commodities 
and to provide price protection in the period immediately following the close 
of the war while production was being adjusted downward to meet peacetime 
need It was used for the second time on a temporary basis at the height of the 


Korean conflict for similar purposes rhe second time, however, it covered only 


the basic commodities for the 2 crop vears 1953 and 1954. 


I, PREWAR SITUATION 


While price support for certain agricultural commodities was mandatory for 
several vears prior to World War II, legislation then in effect provided for flexib] 
support rather than rigid support at a high level. This legislation—section 302 
of the Agricultural Adjustment Act of 1938, effective February 16, 1938! 
required corn, wheat and cotton to be supported at levels between 52 and 75 
percent of paritv. Peanuts were added on April 38, 1941, with flexible support at 


from 50 to 75 percent of parit 
Il. WORLD WAR II AND POSTWAR READJUSTMENT 


The Secretary of Agriculture announced the need for increased production of 
r any agricultural commodities to meet expanded domestic requirements and lend- 
lease needs under the Lend-Lease Act of March 11, 1941. Kmergency action to 
shift price support programs from the prevailing flexible to rigid high level support 
was taken by Congress in the spring of 1941 and in 1942, to assist in making the 
desired shifts in production effective Initially, the level was 85 percent, but this 
soon was increased to 90 percent. The fixed levels were first required for only a 
short period, but eventually they covered a much longer period. 

The several different laws in effect during World War II and in the postwar 
readjustment period establishing rigid high level support were as follow 

Bas ommodities.—Initial law which required the basics to be supported at a 
fixed high level was the act of May 26, 1941, which required the 1941 crops of 
cotton, corn, wheat, rice, and tobacco to be supported at 85 percent of parity. 
Shortly thereafter, on December 26, 1941, support at 85 percent was made 
mandatory through the 1946 crops and peanuts were added as a basie commodity 
for which support was mandatory at 85 percent. Section 8 (a) of the Stabilization 
Act of 1942 (approved October 2, 1942) raised the mandatory level of support 
from 85 to 90 percent of paritv,? and extended the period in which this fixed support 
level was applicable until 2 vears after the President declared that hostilities 
were terminated. Such a declaration was made on December 31, 1946, and thus 
the Stabilization Act had the effect of requiring rigid 90-percent support for most 

1 Prior to this date, all price support operations were conducted under nonmandatory authority. 

2 Later amendments required support of the 1944 crop of cotton at 95 percent of parity, and the 1945-48 
crops at 924% percent of parity 
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basics for 7 years, namely, the 1942 through 1948 crops While rigid 90-pe 
suppert was to have expired with the 1948 crops, it was extended for 1 more crop 
year—the 1949 crop—under title I of the Agricult 
t 








Nonbasic commodities.—The act of Julv 1, 1941, generally referred to as the 
Steagall amendment, required any nonbasic commodity for which the Secretary, 
by public announcement, had requested farmers to increase production to be 
supported during the war emergency at not less than 85 percent of parity er 
comparable price. This minimum level of support was raised to not less than 
90 percent of parity, or comparable price,’ and support lired to be continued 
until 2 years after the end of hostilities, by the act of October 2, 1942. While 
initially this high-level mandator ipport was to have expired with the 1948 


crops, title I of the Agricultural Act of 1948 extended support at 90 percent for 





1 additional year, through December 31, 1949, for ah alf of the Steagall 
commodities—milk and milk products, hogs, chickens and eggs, and Irish potatoes 
harvested before January 1, 1949. Support also was 1 red fo oO . 
Steagall commodities, but at a flexible level ranging fro less than 60 percent 


of parity to not more than their 1948 support level. 


Ill, RECENT YEARS 





Basic commodities.—For tobacco, price support at 90 percent of parity has been 
mandatory since 1950 whenever producers approve ‘ ° quotas Exeent 
for tobacco, there have been two instances in recent veat 1 whiel price support 
for the basic commodities has been mandatory at 90 percent of parity 

The first instance covered the 1950 crop year Congress postponed for at 
year the operation of the 75 to 90 pr reent of parity flexible support provisi 3 


provided for basic commodities by the Agricultural Act of 1949, and instead r 
quired support at 90 percent of parity for any | 
ing quotas or acreage allotments were in effect, and for which producers 





f 1 ad 
disapproved marketing quotas 

The second instance covered the 1953 and 1954 crop years During the mid 
of the Korean conflict. Congress * again postponed the operation of flexible 


75- to 90-percent supports for the basics, and instead required any basie com 





modity for which producers had not disapproved marketing quotas to be sup 
ported at 90 percent of parity. This provision, like the ir provis ffect 
during World War II, was justified primarily on the ground at it was led 
to stimulate high-level production required during the wartime emergency and 


to provide price protection in the readjustment period following the termination 
of hostilities. 





Nonhasic commodities.—™Mandatorvy support for certain nonbasic commodities 
was continued effective with 1950 production under Agricultural Act of 1949, 


as amended, but the legislation generally provided for flexible rather than rigid 
90 percent of support. 

The above description refers only to mandatory support authority and it should 
be noted that throughout this period the Secretary of Agriculture also had 
cretionary authority to support the price of any agricultural commodity 

For example, nonmandatory price supports on cotton, corn, gum naval stores, 
and some other commodities were made available during the period October 17, 
1933, until the passage of the Agricultural Adji | fi th 
authority of the Commodity Credit Corporation’s Delaware charter In most 
cases, loans were made at not mor lan ¢o percent of parity and In many cases 
at levels substantially below 75 percent 

Section 302 of the Agricultural Adjustment Act, in addition to providing mat 





t} 75 





datory support for some commodities, also authorized loans on any agricultural 
commodity. This authority was used from time to time to suppor e prices of 


certain commodities 

Since 1950 price support on cottonseed, flaxseed, soybeans, and 
other nonmandatory commodities has been undertaken under sectior 
Agricultural Act of 1949, as amended. That section pern 
not in excess of 90 percent of parity, after consideri! 
section 401 (b). 
Price Division, January 25, 1954. 


its support at any level 
1e 8 factors specified ir 





in excess of 90 


5 approved on July 17,1952. See also sec. 402 (d Def Production Act, asamended 
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Senator Hotianp. Third, about Irish potatoes. I noticed your 
statement to Senator Welker a little bit ago to the effect that you 
approved the amendment which this committee recently placed in 
another bill under which Irish potatoes would have been clearly re- 
stored to the list of agricultural commodities, which include all other 
agricultural commodities 

Secretary Benson. Perishables. 

Senator HoLianp. All other perishable agricultural commodities 
which were entitled to section 32 supports. 

Secretary Benson. That is right. That is in line with the Presi- 
dent’s recommendation with which I concur. 

Senator HoLtuaNnpb. The President’s recommendation, however, as I 
heard it, seemed to go further. It seemed to indicate that the Presi- 
dent was recommending the restoration of Irish potatoes to the group 
of commodities which might be price supported. What is your own 
idea on that? 

Secretary Benson. It would place potatoes in the same position 
as other vegetables. Simply restore it to the former position which 
it held, along with other vegetables. 

Senator Tuyge. Might I ask if it is not true that you are trying to 
lift an embargo which had been placed against the possibility of ever 
contemplating the purchase of potatoes? In other words, there was 
an embargo imposed and you are just attempting to lift the embargo. 

secretary Benson. That is correct. 

Senator HoLuaNnp. I happen to be one of the authors of the amend- 
ment by which we struck out the right to have any regular price- 
support program for potatoes because those programs in a few years 
had cost the Government, as I recall now, about $500 million 
between five and six hundred million dollars—and were breaking 
down the general approval of the price-support structure in the minds 
of the general public in such a way as to indicate that the whole 
structure was being imperiled, with which I would never be in accord 
because I do think that a reasonable price-support structure for the 
storable basics is a sound part of our national economic program and 
I want to see it continued. 

Is it the Secretary’s statement now that he and the President recom- 
mend that Irish potatoes be legally restored to the position where 
they can, in the event of sufficient pressure being brought, be placed 
under a price-support program? Or simply that section 32 funds 
should be available again to give help to Irish potatoes that they are 
entitled to when they are in surplus production. ? 

Secretary Benson. I would like Mr. Davis to check me on this. It 
is my understanding that under the present program the Secretary 
has the authority to use section 32 funds or he has discretionary 
authority to support the commodity in other ways. In the recom- 
mendation which came up in the President’s message he simply said: 

It is recommended that legislation be enacted to allow assistance to potato 
growers in the same manner as is available for producers of other vegetables and 


fruits, 


Senator Hotuanp. Does the Secretary understand that that applies 
only to the use of section 32 funds? 
Secretary Benson. No; it is not limited to that, Senator. I think 


it would put it in the same category as other fruits and vegetables and 
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perishabies. For example, meat. The Secretary has the authority 
if he feels it is practical and feasible to support meat products. 
Senator HoLLaNp. You mean to have a regular price-support 


program? 
Secretary Benson. It is permissible, as I understand it, under the 
law. Ido not think it is very practical to do so, but it is permissible 


apparently. 

Senator HoLuanp. If that be the purpose let me say that I strongly 
dissent from that purpose and that I agree only with that portion of 
the purpose which is confined to the use of section 32 funds. 

Secretary Benson. You think it ought to be limited to that? 

Senator HoLuanp. I do, because it would be disastrous not to just 
the potato producers but to the whole program to have a renewal of 
the situation which you properly style a ‘‘potato fiasco”’ on page 8 of 
your statement. 

Secretary Benson. I agree it was. And I felt the same way when 
an effort was made to get us to put supports under live cattle, that we 
would get in the same position that we got on potatoes if we attempted 
it, although the authority was there. 

Senator HoLuanp. With reference to butter, and I think an almost 
equal fiasco is now being created in the public mind by the huge 
amounts of butter which have been accumulated under the con- 
tinuance of the 90-percent price-support program in the current year 
which the Secretary will remember I advised against about a year ago 
at a meeting which he attended at this committee. Does the Secretary 
have any program for the orderly disposition of that huge surplus of 


9 


some $350 million worth of surplus butter and other dairy products? 





Secretary Benson. Senator, that is a pretty big question. I do 
not know whether it will be considered an orderly disposition. We 
have certainly explored the whole problem many times. As recently 


as yesterday we held a conference on it. We face a very difficult 
situation in the disposition of those dairy stocks as you can well 
appreciate. Weare determined to do the best job we can in disposing 
of them and hope we will not repeat what has happened. 

Senator HoLttanp. Does the Secretary not recognize that with a 
$350 million accumulation now, the fiasco proportions which existed 
in the case of Irish potatoes and which forced the complete cutting out 
of any price-support structure by the Congress for Irish potatoes, is 
about to be created in the case of dairy products at this time? 

Secretary Benson. Of course there is a danger, Senator. It is 
one very concrete evidence to us that you cannot maintain high rigid 
supports out of line with supply and demand conditions. It is a bad 
thing for the dairy industry, too, because it has tended to price some 
very important dairy products out of consumer markets. We will be 
glad to discuss any suggestions that you have with vou later, Senator. 
We are looking for all the help we can get on it. 

Senator HoLutanp. With reference to tobacco, I think that the 
Secretary and the President are completely justified in approving the 
present program for tobacco. But I think that insofar as I have 
heard it some of the things that differentiate completely the tobacco 
production from wheat, corn, or any other commodity have not gone 
into the record. Is it not true that in the case of tobacco the total 
revenue to the Federal and State Governments, which comes from 
tobacco and tobacco products, exceeds in final value the sales price to 
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processors which they receive from the processed tobacco without 
considering the smaller amount received ts producers? 

Secretary Benson. I would have to ask Mr. Wells to answer that. 

Mr. O. V. Weuts (Administrator, Agricultural Marketing Service). 
I cannot give the exact figure. Itis very close toit. It is about 50-50 
Senator. 

Senator HoLuaNnp. There is no such situation existing in any other 
agricultural commodity, is there? 

Senator Youna. Would the Senator yield? 

Senator HoLtianp. I would be glad to when I make this point. 

Secretary Benson. I could not say offhand, Senator. You are 
probably right on it. 

Senator HoLtLtanp. You know of no other such commodity? 

Secretary Benson. No, I do not. 

Senator Hotuanp. Is there any other commodity where, because of 
its revenue importance, where the Federal Government itself has taken 
over the complete supervision of marketing so that a tobacco market 
has to be set up, approved, and supervised by the Federal Department 
of Agriculture? 

Secretary Benson. That is true. 

Senator Hotntanp. The revenue importance is so great that at all 
stages from the bringing in of the raw product to where it is offered for 
sale, right on down through to the stamping at the final other end, the 
tobacco industry is subjected to governmental supervision in a way 
that has not been necessary and probably would not be tolerated by 
the other industries mentioned as similar to tobacco, such as wheat 
corn, and cotton. 

Secretary Benson. I certainly hope it will not be necessary. I 
would not want to move in that direction on the other commodities. 

Senator Youna. Would the Senator yield? 

Senator HoLtuanp. You have had no suggestion from the wheat, 
corn, or cotton people that they would be willing to be regimented at 
every stage of their procedure in that way, have you? 

Secretary Burnson. I think, Senator, that our agriculture has 
reached its great state of efficiency largely because of the freedom 
of operation which the farmers had, and I would hope we would 
safeguard that in the future. 

Senator HoLLaANp. One more point on tobacco. I recall that a 
few years ago the crop in the field of flue-cured tobacco was so great 
that the Department had to require and the requirement was made 
and enforced in the field that certain leaves had to be left upon the 
tobacco, the growing tobacco, and that fact certified by field inspectors 
of the Department of Agriculture, before the price support was 
applicable to the marketed product. Does the Secretary remember 
that fact? 

Secretary Benson. No, I do not remember the detail of it. I 
remember hearing something about it. 

Senator HoLuanp. Is there anything in the field of wheat or cotton 
or corn production that would allow such a confinement of the total 
volume of production as was done in that case of tobacco by simply 
requiring that the growers themselves leave unplucked on the tobacco 
stem certain leaves? Is there anything in these other commodities 
that is similar to that? 


’ 
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Secretary Benson. Not to my knowledge, Senator. You certainly 
pointed out some of the differences. 

Senator Youna. Will my friend yield pretty soon? 

Senator HoLtianp. I will be glad to yield. 

The CuarrMan. The Chair might point out that this practice of 
limiting the number of leaves on a tobacco plant is not peculiar to 
America. European countries have limited the number of leaves 
and the number of plants that could be grown for generations. 

Senator Young? 

Senator Youna. I would like to ask a question about tobacco. I 
do not use the nasty stuff anymore. I quit 2 or 3 months ago. If 
you put tobacco in a supply and demand market or flexible sup- 
ports, and lower prices such as you advocate would there not be 
more of it used with more taxes being collected by the Government? 

Secretary Bnnson. I do not know. I understand that the demand 
for it is particularly inelastic. 

Senator Youna. I was smoking 2 
expensive. 

Secretary Benson. Maybe people like you and I would be affected. 
I think generally speaking most economists would agree that the 
demand is pretty inelastic, and not affected by price change to the 
extent that other commodities are. 

Senator Youna. It wouldn’t hurt the consumption of tobacco if 
the price were lower? 

Secretary Benson. It would not hurt the consumption? 

Senator Youna. It would not have an adverse effect on the con- 
sumption if the price were lower, and we had the flexible supports 
you favor? 

Secretary Benson. No; as I just said the demand is rather inelastic 
and it would not have any great effect one way or the other. 

Senator Youne. Thank you. 

The CHAIRMAN. Senator Holland 

Senator HoLLaANpb. On the contrary, the piling up of any surplus 
has proven to be such a danger to the amounts of revenue which have 
become so tremendously important both to Federal and State Gov- 
ernments, that it is to the very great interest of the Federal Govern- 
ment and the State governments not to have too great fluctuation in 
the amount produced, and the amount of revenue to be collected by 
the public is such a large factor in the matter that it has required the 
careful supervision of the whole process. 

In the case I cited awhile ago, going back to the fields, to see what 
leaves would be plucked. And then on the normal process, beginning 
at the market where the farmer brings in and sells and continuing up 
to the inspection to see if stamps are on the product as a condition for 
marketing. 

Mr. Chairman, I[ have one other question to ask and then I will have 
to go to the Pentagon. I understand that so far as fruits and vege- 
tables are concerned the program of the President contemplates no 
change from the fact that they are not on any mandatory price-support 
basis as they are not now in any price-support program at all. 

Secretary Benson. It contemplates no changes, Senator, except 
probably some limited expansion of the marketing-agreement pro- 
visions so that it might be applied to some other vegetables which 
are not now included. 


or 3 packs a day and it got to be 
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Senator Ho Luann. In other words, the marketing-agreement 
provisions, the section 32 — ‘hase provisions, the school-lunch pro- 
gram, the help on exports in a limited way and in certain cases, are 
all to be continued? 

Secretary Benson. That is right. 

Senator HoLLanpb. | compliment the Secretary upon the fact that 
he has accentuated the importance of increased exports by giving 
Cabinet rank to an Assistant Secretary charged specifically with the 
foreign agricultural field and its development 

Secretary Benson. Thank you, sir. We feel it is very important. 

Senator HoLtLanp. One more question. We in Florida have been 
distressed by the fact that apparently the Department of Agriculture 
is being seriously handicapped by the State Department in having 
agricultural products included within the purchase under section 550 
of the MSA by the consuming trade of foreign countries which we are 
helping under MSA. Is the Secretary aware of the fact that his 
own agents have been handicapped. that their reports have been 
held up sometimes for months, that they have found themselves 
unable to start the rebirth and redevelopment of foreign trade which 
had existed before the war and which has been strongly recommended 
by his agricultural attaches in various embassies in Europe? 

Secretary Benson. I think probably, Senator, I would not care to 
comment in any detail on that. I do now know that I have all the 
details. We feel very strongly in agriculture, as I think you realize, 
that it would help us a great deal in our foreign marketing work if we 
could have representatives of the Department under our supervision 
and direction in the foreign countries of the earth, particularly in 
Europe and the Near East. 

Senator HOLLAND. One question and then we will leave this subject 
for a later, much more extensive development. It is a fact that 
feeling the need for direct representation answerable to you, the 
Department of Agriculture is now asking that its agricultural agents 
in the foreign markets which you mentioned be made directly re- 
sponsive to the needs of agriculture and to the control of your Depart- 
ment by not having to make their reports to the State Department and 
having them sabotaged and tied up indefinitely there? 

See “e tary Benson. We feel if we are going to get the job done that 
must be done, that we need direct representation in those countries, 
without any question}; We would have no objection to them sending 
copies of the reports which come to us to any other Government 
agency but we think they should be under our supervision. 

Senator HoLutanp. Mr. Chairman, let me say that I fully agree 
with that and I expect to go into this matter later in some greater 
detail. 1 just wanted to find if the Secretary himself was aware of 
the fact, and I see that he is, acutely so, and I do not press him to 20 
into details at this time. 

Thank you very much. 

(Information subsequently requested by Senator Holland is as 
follows: 


DEPARTMENT OF AGRICULTURE, 
AGRICULTURAL MARKETING SERVICE, 
Washington 25, D. C., January 26, 1954. 
Mr. Harry R. VARNEY, 
Senate Committee on Agr culture and Forestry 
Dear Mr. Varney: In reply to your recent telephone request I am enclosing 
a table which indicates the price received by farmers and the price received by 
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farmers as a percentage of parity, by months, for the 1953 marketing years of the 
basic commodities . 

Your attention is called to the fact that monthly prices for tobacco mav be 
somewhat misleading. This is particularly true toward the close of the marketi 
season when quite often th poor qualities of tobacco ar ¢ ¢ marketed r 
prices shown in the table for flue-cured tobacco for November and December 
will serve to illustrate this fact, that is, the November and December reported 
prices for flue-cured tobacco are probably not representative of average qua 
but rather of tobacco well below average quality 

While the marketing season for burley, flue-cured, dark air-cured, and sun-cured 
tobacco is considered to begin in October, act tally the auct ns do ot oner 
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The CHAtRMAN. Senator Young, who only used 6 or 7 minutes 
yesterday, has 1 or 2 questions he would like to ask. Then we will 
try to get time for the Secretary to refer to the question propounded 
by Senator Ellender in behalf of Senator Magnuson. 

Senator Young. 

Senator Youna. I will make mine very short, Mr. Secretary, and 
it pertains to the same question that Senator Welker raised, that of 
imports. I am one who believes that, however, we have to import 
in order to export. I think our imports are excessive. For example, 
in my State we have put under loan in this past year five times as 
much barley as we did a year ago and our imports of barley from 
July 1 to December 30 were 21 million bushels as against only 12 
million bushels a year ago. Most all of the rye produced in this country 
now as you know has gone under loan. 

Secretary Benson. That is right. 

Senator Younc. We were importing during that same 6-month 
period last year 11% million bushels of rye as against a million bushels 
a year ago. If we keep on importing all these commodities—and they 
are accumulative year by year—we are just adding, I think, unneces- 
sarily to our burden of surpluses here. That poses a real problem to 
us in North Dakota. As you know, oats imports have reached a very 
large amount and the Government has taken action, for which we are 
most grateful. 

Secretary Benson. Senator Young, Assistant Secretary Davis has 
just come from a meeting at which this has been discussed. If it 
would be agreeable I would like him to comment briefly on it. 

The CHatrRMAN. Yes. 

Mr. Davis. The situation in barley as related to the one we have 
experienced in oats and rye on both of those we have asked for action 
under section 22, but we have not felt that there was a strong enough 
case as of now to refer the matter to the Tariff Commission. At the 
beginning of this year there was a 51 million bushel carryover of old 
stocks. Normal is somewhere around 70 or 80 million bushels. So 
our carryover at the beginning of the year was lower. Actually the 
Commodity Credit Corporation owns in the neighborhood of only 
450.000 bushels. 

Senator Youna. Of barley? 

Mr. Davis. Yes. And it looks like at the end of 1953-54 that 
even with 35 million bushels imported, we will have a carryover of 
about 60 million bushels at the close of the current year. Imports 
during the first half of the current year have been about twice the 
amount imported in the previous year. In view of these facts, plus 
some others which probably need not be discussed at this time in 
view of the general aibihot of this hearing 

The CuatrMANn. There would not be time. 

Mr. Davis. We have not felt there was a strong enough case to 
present at this time. We are looking forward to another year and 
anticipate that there will be,a sizable diversion of acres from wheat 
to barley and I think the situation is going to be a very troublesome 
one as we move ahead. 

Senator Youne. You are quite optimistic about the outcome. 
There is five times as much barley going under loan in North Dakota 
over the previous year or 32,600,000 bushels under loan in North 
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Dakota alone. Ours is one of the principal barley States. The fact 
remains it is becoming an alarming situation 

Mr. Davis. It is increasing this vear. 

The CHAIRMAN. Senator Ellender? 

Senator ELLENDER. May I ask a question? I was given about 6 
minutes yesterday. 

The CHarrmMan. I know you were. You and Senator Young did 
not have much time. As we go down the line it appears that each 
one uses more time than the man before him 

Senator ELLENDER. Mr. Secretary, as I understood you yesterday, 
and as | understand the President. the plan is to make it so that the 
farmer will reach full parity at the market place and you contemplate 
that under the flexible program that would be reached. Am I correct 
in that? 

Secretary Benson. Certainly that is the objective. 

Senator ELLENDER. With the carryover of cotton of 9.6 million, 
as you indicated in your report, and with a carryover of 800 million 


bushels of wheat, as you indicated in your statement, when do you 


i 


expect to reach the millennium? I understand that our distinguished 


chairman was quoted—lI heard it over the radio this morning—to the 
effect that no action is going to be taken on this for the next 6 weeks, 
and it is hoped that this whole matter will be discussed so that the 


public can learn something about it. I believe that is the proper 
place to do it, to have your views expressed so that a study can be 
made in the meantime. 

[ am sure that I would be interested in your answering the ques 
tion I have just propounded to you. 

Secretary Benson. Senator, of course that is our objective. We 
cannot say exactly when it will be reached. We hope it will be 
reached soon. But certainly this fact is in the minds of all of us: 
that unless we do something with the present surpluses which are 
overhanging the market, which you have referred to, in order to give 
a new program an opportunity to work, we are not going to reach the 
millennium ever. We have to do something about this heavy carry- 
over, and that is the reason why the President, in his message, has 
emphasized this set-aside and has put a lot of emphasis on this phase 
of marketing, opening up of new markets. I feel that that is the 
direction we must move if we are ever going to reach the millennium 
which you speak of. We have to do something to increase the use 
and consumption of these commodities which we now have in surplus. 

Senator ELLENpER. That leads to the other question I was going 
to ask you. It is your feeling that if this flexible program is placed 
in effect that in all probability food will be cheaper and there will be 
more consumption. Am I correct? 

Secretary Benson. That does not necessarily follow. 

Senator ELLENDER. That is what you stated. 

Secretary Benson. No. Iam sure the objective of all of us is the 
same, Mr. Chairman and Senator Ellender. However, an important 
phase, I think, in reaching that point is the question of getting better 
balance into our whole production, and one of the ways to do that is 
to remove these wartime incentives. 

Senator ELLENDER. Getting balance—what do you mean by that? 
I believe we are producing almost everything, more than we can con- 
sume, at the present. 
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I think that applies to almost every edible crop that I know of. 

Secretary Benson. It is not only a question of price, Senator. It 
is a question of income that concerns the farmer. It is price times the 
quantity that he can sell. If we continue our supported prices at a 
level which tends to reduce the amount that the market will take, 
eventually he will reach the point where his income will be less than it 
would be under a high rigid support. 

It is price times the quantity which he can sell that produces income. 

Senator ELLENDER. Isn’t it likely that if you reach that millennium 
of full parity that the food is going to probably cost more? 

How do you reconcile, in other words, the fact that you hope to use 
more food if the price is full parity instead of 90 percent of parity? 

Secretary Benson. We are not only talking about parity. We are 
talking about income. <A farmer may have 90 percent of parity price 
on a hundred bushels and would not make as much as though he had 
85 percent of parity on 125 bushels 

It is quantity that is the factor. If we are going to dry up produc- 
tion on some of these commodities by holding the price at a level which 
will not permit them to move into consumption—let me give you an 
example on wheat. 

During the last 2 vears our exports have dropped from 220 million 
bushels to 64 million. During that same period Canadian exports 
this is outside of the wheat agreement—-have increased from 105 
million bushels to 161 million 

Senator ELLENDER. That is because of the contract with the U. K. 
and because we have cut out foreign aid. 

Secretary Benson. Not entirely. 

Senator ELLENDER. To a large extent. 

Secretary Benson. I think there are two or three reasons. I think 
they have been more realistic in their pricing program, and then they 
have gone out and sought markets. We have crossed their trails in 
Europe. They have done a wonderful job in opening doors for addi- 
tional marketings abroad. 

We have not done much in that field. 

Senator ELLENDER. Mr. Secrets Ty, I do believe that when you say 
that you want full parity in the market place, that you mean to do 
that; and I want to say, I believe, that when the P resident states that 
he wants to give full parity in the market place he believes that. 

What I believe the farmers and the people of this country are very 
anxious to find out is, how you are coing to do it? 

Let’s take these two commodities, wheat and cotton. You now 
have, as I said, 800 million bushels of wheat and 9.6 million bales of 
cotton. If you cannot answer the question now, I wish you would 
vive it thought and let us have it as early as possible so that we can 
incorporate your full answer in this record and so that the public can 
have a chance to study the manner and method in which you propose 
to attain this goal of parity at the market place—full parity in the 
market place. 

I think they are entitled to it. 

Secretary Benson. I will be glad to add to the statement that I 
have made, Senator. No one can tell when we are going to reach full 
parity in the market place. Apparently in the past we have had to 
have a war to do it, even under the programs we have had operating. 
We do feel, however, that the program which the President has 
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recommended, in the long run, will give greater return to the farmers 
than the present program, and will not lose markets. It will build 
markets. 

Senator ELLENDER. As I stated yesterday, it is my considered judz- 
ment that if the program as to wheat, corn, and cotton are operated 
along the same line, or are administered along the same line, as the 
tobacco prograin has been administered, you might attain the same 
goal. 

These huge surpluses have, in my mind no doubt, been caused by 
the emergency in which we existed and a lack of the application of 
the law as Congress intended it 

Secretary Benson. I think the latter part of that is certainly true 


: ! 
We are perpetuating the emergency by continuing the emergene\ 
machinery. And that is the reason we are cettine in such serious 


difficulty with these surpluses 
Senator ELLeNpER. Instead of abandoning the program, would it 


l } 


not be better to reduce the amount of earrvover, change the law so 
that vou can call it into action more quickly than you can now? 

Secretary Benson. That would be an Improvement 

Senator ELLENpDER. Instead of abandoning the program entirely 
why not try that? As I indicated with respect to cotton, you hav 
a normal supply which as vou know is the domestic consumption 
your estimate of it and vour exports. ‘To that we add 30 percent. 
We call that the normal supply. 

Why not cut this 30 percent back and mak 20 or 15 percent 
so that this law can be made more effective? 

Secretary Benson. There is no disposition on the part of the 


President, | am sure, or any of us to abandon an program that we 
feel works to the best interests of the farme All we are doing is 
makine the 1949 act effective. It was passed by the Congress as a 
peacetime piece of legislation Wi propose going irom an emergency 
program, a wartime program, to a program that was passed by a 


bipartisan Congress with a great majority as a program for the 
longtime interests of agriculture 

Senator ELLENDER. The essence of the flexible program, as I under- 
stand it, simply means this: that when the farmers will get less and 
less for what they produce, they will produce less 

Secretary BENSON. We have heard arguments the other way, too. 

Senator ELLENpDER. Isn’t that the theory back of it, that it will 
discourage the farmers production of wheat because it will not pay 
them to do it because the price will be so low that it will not pay 
them? 

Secretary Benson. That does not necessarily follow. We may 
open markets and be able to sell more. He will have a greater 
quantity. 

Senator ELLENDER. Why can’t you do it now with the surplus 
that you have? You have the products in hand. You do not have 
to produce them. They are there. Why do we not try to open up 
those markets and consume or do away with the surpluses that are 
so burdensome now. 

Secretary Benson. Of course that is a very important part of the 
program that the President recommended, to move these surpluses 
I think we have to do that or no program will work. ‘The present 
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program will crack down of its own weight and no new program will 
work unless we do something with the surpluses. 

Senator ELLENDER. You do not have to talk too much to me to 
convince me of that, but the point is that either the flexible program 
or the present program would accumulate surpluses unless you can 
dispose of your production to foreign markets or in some other way; 

Secretary Benson. That is right. 

Senator ELLENDER. We have that on hand now, as I said. and it 
strikes me that before ditching it—this program—we ought to at 
least try to find some ways and means by which we can make the 
present law more effective rather than use another that, in my opinion, 
will simply mean a destruction of the small farmers of the country. 

The CHarRMAN. Senator Ellender, I think we make almost a moun- 
tain out of a mole hill on this discussion between flexible and rigid 
supports. Producers of basic commodities are assured of 90 percent 
this year anyway. There are those who want to extend that another 
year The President said, let Congress set aside these commodities 
so that we start from an even base again. That in itself guarantees 
90 percent so long as supplies are kept in line with demand. That in 
itself would guarantee 90 percent for another year. 

Senator ELLENDER. Senator Aiken, I doubt that you can do that 
by setting aside only $2% billion worth. It will take more money 
than that to set aside enough for your flexible program to permit the 
Secreatry to guarantee 90 percent of parity on the basics. 

The CHarrMan. It is up to the Congress to determine the amounts 
and on what commodities and on what dates they should be set aside. 
We only have the President’s suggestion and he has laid out a lot of 
work for us todo. We may find it is impossible. 

Personally, I do not think it is impossible. I do think that by 
following that course we are pretty sure of fair prices in the agricul- 
tural field for some time to come. Nobody can tell how long. Three 
years ago we could not foresee conditions existing today. Today we 
cannot foresee accurately conditions existing 2 years from now. — 

I think we have always got to be flexible to this extent: that we 
have to be ready to meet changing conditions as they arise. I for 
one cannot foresee them. 

Senator Youna. May I ask a question? 

The CHarrMAN, Senator Young 

Senator Youne. What happened to the two-price system which |] 
thought the Secretary was fussing with for a while? 

Secretary Benson. We did more than fuss with it, Senator. We 
studied it very carefully. And our Commission studied it and several 
sroups studied it. We decided not to recommend it for several 
reasons 

In the first place, we felt, we had good evidence that there would 
be some domestic consumers who might object to paying a higher 
price than foreign consumers and some domestic producers of corn, 
which is a feed grain, certainly raised objection to what they would 
consider a subsidized production for wheat for feed. 

Then we had repercussions from abroad that they would look upon 
it as subsidized dumping. There were a number of others. There 
are technical questions, too. It is a more involved program from the 
standpoint of administration sut it was given very careful study, 
Senator, and there was a good deal of support for it at the beginning 
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until we went into our study further and that support seemed to 
diminish as we continued our study. 

Senator Youna. I do not know whether I would be ready or willing 
to’endorse such a program but I think it has a lot of merit. 

Secretary Benson. We felt so, too. And I presume no other 
program, outside of the one we recommend, received as much study 
as the two-price program. 

Senator Young. Thank you. 

Senator Tayr. May I ask a question of the Secretary? 

The CHAIRMAN. Senator Thye? 

Senator Tuyer. Is it not true that Canada has something com- 
parable to a two-price system that enables them to enjoy a foreign 
market of which we apparently are falling short of enjoying? 

Secretary Benson. They claim it is not a two-price system. There 
are some features of it in it apparently. I have not studied it in 
detail. Maybe Mr. Gordon can comment on it. It came into 
discussion, when we were considering the wheat agreement. 

The CuatrMan. The farmer himself takes a lower price rather 
than Government. Mr. Morse, maybe you can tell us about it. 

Senator Torr. That was the philosophy of the two-price system. 
The farmer would receive parity that which was domestically con- 
sumed, and on that which was exported he would take his chance 
on what the world market offered him. 

I would be anxious to know why the Canadians can go over there 
and sell when we apparently fail to sell. 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE 


Mr. Morse. They control their pricing and they do have what is 
considered to be a two-price operation up there when they choose 
to use it on such basis. There is this very great difference between 
the operations in this country and in Canada, and that is that the 
farmer gets a blended price; the Government is not subsidizing the 
program, as I understand it. 

They get the average price after the selling is completed. 

Senator Tuyr. It does in effect result in the two-price system. 

Mr. Morse. Yes. 

Senator Turse. I am trying to determine. are they better salesmen 
than we are? If they are, we had better find out how they are selling. 

Mr. Morse. When you have a flexible price you can be better 
salesmen. 

Senator Tuyr. The other question, Mr. Secretary, is who can we 
effect a real decrease in our production in the next year—and I will 
extend it 2 years—unless we effect a possible acreage control? 

Secretary Benson. I know you have studied this in great detail, 
Senator Thye. I feel that probably even during this transition period, 
assuming that the new program is adopted, there will probably be 
some need for continuation of acreage controls within limits. 

Senator Tuyr. Is the Department making a study of how a program 
could be administered that would deny the use of the acres set aside 
from wheat, and the acres‘set aside from cotton, and the acres set aside 
from corn? How you would control that acreage from going in and 
producing some other crop? 
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We are in surplus in every conceivable category of production, with 
the exception of pork, and that is speedily getting to a position where 
it will be in surplus. 

Secretary Benson. To say we have been studying it is putting it 
mildly. We have been really grappling with it. 

Senator Tuyr. That is the only way in my opinion that you are 
going to effect a reduction in your overall supply because any man who 
has the machinery, the acres, will put in and try to produce the maxi- 
mum of either his acreage or his own operating ability. Therefore, 
we will continue the production unless we effect a control of the acres 
set aside from wheat and those other crops. 

I wonder whether the Department is making a thorough study of 
how and in what manner they will proceed to effect a control of those 
acres that are set aside. 

Secretary Benson. It involves the matter of intercompliance or 
eross-compliance. That is one way in which we can get at the prob- 
lem. But it is a very major problem. J am not willing to concede, 
Senator, that we have got to put every farm in the country under the 
control of the Government as to their diverted acres or as to the con- 
trol of acreage on these basic crops. I think if we can get more bal- 
ance into our operations and move more of this merchandise into 
export, I believe that can be done. 

We are going to be able to give the farmer more of the freedom which 
he wants and desires and I think should have. 

Senator THyr. That is all. 

Senator ELuenpger. Mr. Chairman, may I make an observation in 
respect to the letter that I filed yesterday with the committee, signed 
by Senator Magnuson, asking for an answer to a certain question? | 
understand that the Secretary has prepared a written answer and the 
concluding paragraph indicates that the Tariff Commission is still 
studying the problem and expects to make a report soon. 

Secretary Benson. Very soon. 

The CuarrMan. Without objection the interrogation and the Secre- 
tary’s reply will be inserted in the record. 

See p. 5] 

The CHarrman. The committee is now adjourned. 

Whereupon, at 12:48 p. m., the committee adjourned, subject to 
call of the Chair.) 
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